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AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the accompanying combined financial statements for 
1965 (Exhibits 1, 2, 3 and 4) of Atlantic Acceptance Corporation Limited - In 
Receivership. 


Scope of examination: 


Except for Standard Discount Corporation Limited, our examination 
covered the assets and liabilities and income and expenses included in the 
combined financial statements of Atlantic Acceptance Corporation Limited - In 
Receivership and included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the report of the auditors of 
Standard Discount Corporation Limited whose net assets comprise 4% of the aggregate 
net assets of $85,071,751 shown in the Combined Statement of Deficiency in Net 
Assets as at December 31, 1965. 


The primary purpose of our examination was to enable us to form an 
opinion on whether or not the Combined Statement of Deficiency in Net Assets as 
at December 31, 1965 fairly presents the financial position at that date of 
Atlantic Acceptance Corporation Limited - In Receivership and to report on the 
transactions recorded subsequent to June 17, 1965 under the direction of the 
Receiver and Manager. 


Combined Statement of Deficiency in Net Assets 
as at December 31, 1965 (Exhibit 1); 


As explained in Note 1 to the financial statements, Atlantic Acceptance 
Corporation Limited has been in receivership since June 17, 1965 and its business 
and assets are in the process of liquidation. As a consequence, the assets shown 
in the Combined Statement of Deficiency in Net Assets are stated at estimated 
realizable values. Because of the uncertainties in determining the estimated 
realizable value of certain important assets, which are referred to below, we 
are unable to express an opinion on the Combined Statement of Deficiency in 
Net Assets as a whole. 
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However, in our opinion, cash ($2,664,365), bonds and treasury bill of 
the Government of Canada and deposit receipts of Canadian chartered banks 
($14,700,221), miscellaneous accounts receivable and income taxes recoverable 
($1,325,721), prepaid expenses ($114,466), and fixed assets ($92,756) are fairly 
presented in the Combined Statement of Deficiency in Net Assets. Our comments on 
the other assets shown in the statement are as follows: 


We consider that the amount of $51,611,126, the estimated allowance 
for possible loss on the collection of notes and accounts receivable, 
has been carefully estimated in the light of current conditions. 
However, because of the uncertainties arising from the liquidation 
of the accounts the allowance may be greater or less than the amount 
which might ultimately be required to provide for the losses from 
bad debts. 


The investment made by the Receiver and Manager in Lucayan Beach Hotel 
and Development Limited through shares, debentures and advances 
totals $55,245,532 (approximately $9,600,000 at May 31; 1966"- Note 4 
to the financial statements). We have been unable to form an opinion 
as to the amount which may be realized from this investment. 


A value of $700,000 has been placed on the shares to be received in 
Great Northern Capital Corporation Limited (Note 5 to the financial 
statements). This value exceeds the indicated market value at 
May 31, 1966 by approximately $170,000. 


We are also of the opinion that the liabilities are fairly presented in 
the Combined Statement of Deficiency in Net Assets except that: 


Full provision has not been made for the fees and expenses of the 
Receiver and Manager (Note 7 to the financial statements). 


Depending on a Court decision, there may be an addition of 
$5,138,925 to the senior debt (Note 11 to the financial 
statements). 


Litigation is pending which seeks to establish that senior notes 
issued after 1963 are not entitled to the security of the Senior 
Note indenture (Note 14 to the financial statements). The 
Combined Statement of Deficiency in Net Assets has been drawn up 
on the basis that the isenior «debt of $110,072,028 is entitled to 
the security of the indenture. 


Combined Statement of Deficit for the period from January 1 to 
June 17, 1965, the date when Atlantic Acceptance Corporation 
Limited went into receivership, with subsequent adjustments 
during the period from June 18 to December 31, 1965 relating 
to the assets and liabilities as at June 17, 1965 (Exhibit 2) 

and 

Combined Statement of Loss for the period from January 1 to 
June 17, 1965 (Exhibit 3): 


Because the affairs of the companies in the Atlantic group for the period 
prior to the receivership of June 17, 1965 are the subject of investigation by a 
Royal Commission and because of the substantial adjustments which it was found 
necessary to make to the accounts at June 17, 1965, at which time the operations 
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came under the control of the Receiver and Manager, we are not in a position to 
express an opinion on the operations of the company as set out in the Combined 
Statement of Deficit (Exhibit 2) and the Combined Statement of Loss Coxhibit 3) 

for the period from January 1 to June 17, 1965. However, we have reviewed the 
adjustments made by the Receiver and Manager ito the accounts as at June 17, 1965, 

as set out in Exhibit 2, and consider them necessary to reduce the net assets to 
their estimated realizable value at December 3L, 1965, subject to the uncertainties 
in determining the estimated realizable value of certain important assets as referred 
to in the preceding section of this report. 


Combined Statement of Loss for the period from 


Except that full provision has not been made for the fees and expenses of 
the Receiver and Manager (Note 7 to the financial statements) and that we are unable 
to form an opinion as to the amount which may be realized from the investment in 
Lucayan Beach Hotel and Development Limited (Note 4 to the financial statements), in 
our opinion, the Combined Statement of Loss for the period from June 18 to December 
31, 1965 presents fairly the combined income and expenses arising in that period 
from the net assets under the control of the Receiver and Manager. 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINED STATEMENT OF DEFICIENCY IN NET ASSETS 
AS AT DECEMBER Jy 965: 
(See Note 1 for basis of preparation of combined financial statements.) 


Assets under the control of the Receiver and Manager: 


Cash (Note 2) S$ 2,664,365 
Bonds and treasury bill of the Government of Canada 
and deposit receipts of Canadian chartered banks, 


maturing within one year, at cost plus accrued 
interest 


14,700,221 
Instalment notes and accounts receivable (Note 3); 
Instalment contracts, less unearned interest of 
S76 Gm 5 Oa. $ 47,182,448 
Interest-bearing loans, including accrued 
interest 66,494,074 
113 6/ 62522 
Less- Estimated allowance for possible loss 5), Cl iad 26 
62 5065;396 
Miscellaneous accounts receivable and income 
taxes recoverable LS2 Ske i 
Prepaid expenses, at estimated realizable value 114,466 
Investments and advances: 
Lucayan Beach Hotel and Development 
Limited (Note 4) - 
Shares and debentures, at cost Soe Olomloe 
Advances, including accrued 
interest 1,630,378 
DISc4o O32 
Shares of Great Northern Capital 
Corporation Limited (Note 5) 700,000 
2594515532 
Fixed assets, at estimated realizable value 925/50 


Forward S 86,908,457 
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Forward S$ 86,908,457 
Deduct- Liabilities of the Receiver and Manager: 


Accounts payable and accrued liabilities So Me 27 o:75 93 
Amounts due to dealers when related 
instalment notes and accounts 


receivable are collected (Note 6) pol, 113 


1,836,706 


Estimated realizable value of net assets 
under the control of the Receiver and 
Manager available for creditors as of 
June 17, 1965, before full provision 
for the fees and expenses of the 


Receiver and Manager (Note 7) 35,07) ./ 08 
Deduct- Senior debt (Notes 8 and 11) 11050725028 


Deficiency in net assets to meet 
senior debt outstanding, before 
full provision for the fees and 
expenses of the Receiver and 


Manager (Note 7) 25: 000),.277 
Other liabilities: 
Subordinated debt (Note 9) 17,260,821 
Junior subordinated debt (Note 10) 4,476,074 
Due in respect of notes cancelled (Note 11) a 130, 7c0 
Accounts payable and accrued liabilities 78,706 
Dividends payable 249 ,430 


Contingent liabilities (Note 12) = 


27, 2032956 


Deficiency in net assets $ 52,204,233 
Represented by: 
Capital stock S 14,455,037 
DeELcrc- 
As at June 17, 1965, as adjusted to 
December 31, 1965 (Exhibit 2) 3 (601,379.09) 


For the period from June 18 to 
December 31, 1965, represented by 


the loss for the period (Exhibit 4) 279,465 


(66,659,320) 


$ 52,204, 233 


(The accompanying notes are an integral part of the combined financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINED STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP, 
WITH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD 
FROM JUNE 18 TO DECEMBER 31, 1965 RELATING TO THE 
ASSETS AND LIABILITIES AS AT JUNE 17, 1965 


Retained earnings at December 31, 1964, as shown by 
the audited consolidated financial statements 


Add- Transfer of first preference share redemption reserve 


Deduct: 
Dividends - 
First preference shares $ 7,983 
Second preference shares- 
Series "A" 136,800 
Series '"'B" 73200 
Third preference shares 4,500 
Common shares 314458 23 
OTL 356 
Write down of furniture and fixtures LZ 507 
Goodwill written off 65,000 
Loss for the period from January 1 
to June 17, 1965 (Exhibit 3) 2,813,660 
Premium on senior and subordinated notes 2,446,457 


Deficit, as shown by the unaudited 
consolidated financial statements 
at June 17, 1965 


Add- Adjustments during the period from June 18 
to December 31, 1965 relating to the assets 
and liabilities at June 17, 1965: 


Notes and accounts receivable at June 17, 1965 

written off as uncollectible, less allowance 

for possible loss at that date a. 918,24! 
Estimated provision for possible loss on collection 

of remainder of notes and accounts receivable at 


June 17, 1965 51,106,822 

Increase in unearned interest at June 17, 1965 
(Note 13) 4,619,654 
Forward $60,644,717 


Exhibit 2 


$ 1,404,340 


46,/36 
1,451,076 


5,809,344 


i a > I 4) 0) 


$ 4,358,268 
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Deferred charges written off- 
Unamortized long-term debt financing 
expenses 
Unamortized cost of investment in 
subsidiary companies in excess of 
book value at date of acquisition 
Prepaid expenses 
Unamortized cost of developing new 
branches 
Leasehold improvements, less accumulated 
depreciation 
Loss arising when an asset of one of the 
companies, having a book value of $750,000, 
was seized by the bank in partial satisfaction 
of their loan of $614,001 
Write-down of fixed assets to estimated 
realizable value 
Adjustment (net) in liabilities recorded 
at eJune. b/, tO 
Adjustment of income taxes, mainly in respect 
of the year ended December 31, 1964 
recoverable as a result of losses in 1965 
Value assigned to shares of Great Northern 
Capital Corporation Limited (Note 5) 
Adjustment of foreign exchange on notes 
payable in United States dollars based 
on exchange rates at December 31, 1965 
Amount received in excess of miscellaneous 
account receivable recorded at June 17, 1965 


Dxinieiiie ee Juin iy LOOSS ac 
adjusted to December 31, 1965 


$60,644,717 


1,080,497 
1,002,106 
560,171 
494,385 


21,629 


135,999 
75,698 


98,064 


(312.475) 


(700,000) 


(534, 616) 


(44, 600) 
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$ 4,358,268 


62,021,587 


$66,379,855 


(The accompanying notes are an integral part of the combined financial statements.) 
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Exhibit 3 


ATLANTIG ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER ) 


COMBINED STATEMENT OF LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP 


Operating income: 
Interest 


Operating expenses: 
Administrative, per statement attached 
Interest on notes- 
Senior debt=- 
Bank advances 
Short-term 
Medium-term 
Long-term 
Subordinated debt 
Junior subordinated debt 


Total operating expenses 
Loss before income tax adjustment 
Income taxes recoverable 
Loss for the period, as shown by the 


unaudited financial statements at 
June, 17,5 19165 


(The accompanying notes are an integral part of 
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$ 2,813,660 


the combined financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINED STATEMENT OF ADMINISTRATIVE EXPENSES 


FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 


1965); 


THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP 


Advertising 

Amortization of cost of developing new branches 

Amortization of debt financing expenses 

Amortization of premium on debentures of 
subsidiary company 

Bank charges, including interest 

Capital and place of business taxes 

Collection expenses 

Credit information 

Creditors' life insurance 

Depreciation 

Directors' fees 

Discounts to dealers 

Employee benefits 

Financial advisory fees 

Foreign exchange- 
On debts payable in United States dollars 
Other 

Insurance 

Legal and audit 

Miscellaneous 

Notary, filing and recording fees 

Occupancy 

Office equipment rental 

Office maintenance 

Postage 

Printing, stationery and office supplies 

Provision for possible loss on notes and 
accounts receivable 

Rent 

Salaries 

Telephone and telegraph 

Travel and automobile expenses 


Less- Portion of expenses relating to the 
development of new branches deferred for 
write off against future earnings 


$9,009,792 


55,784 
97,614 
SOG 


8,026 
53,305 
30,743 
14,585 
36,477 
98,104 
22,698 

3,000 

418,971 
Rr ey) 
897 bly 


L L655 297 


17-50 
Zo 902 
42,926 
32,621 
43,343 
34,601 
124,172 
40,786 
3555.28 
134,464 


4,248 , 353 


197 422 


1,481,990 


17 242572 


201,262 
9 LS Es O55 


141,841 


(The accompanying notes are an integral part of the combined financial statements.) 
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Exhibit 4 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER ) 


COMBINED STATEMENT OF LOSS 

FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 
WHILE THE OPERATIONS OF THE COMPANIES WERE UNDER THE CONTROL 
OF THE RECEIVER AND MANAGER 


Operating. income: 
Interest (Note 13) 
Interest on advances to Lucayan Beach 
Hotel and Development Limited 
Interest on marketable securities 


Operating expenses: 
Administrative, per statement attached 
Interest on notes- 

Senior debt- 
Bank advances 
Short =term 
Medium-term 
Long-term 
Subordinated debt 
Junior subordinated debt 
Interest on notes cancelled 


Total operating expenses 


Loss for the period 


S: 243,723 
1265),920 
147 ,405 
1,492,424 
540,999 
142,366 


124,425 


$7,742 ,083 


66,348 
100,114 


7, 9033345 


$4,231,139 


3,956,871 


8,188,010 


S 279,465 


(The accompanying notes are an integral part of the combined financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINED STATEMENT OF ADMINISTRATIVE EXPENSES 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 
WHILE THE OPERATIONS OF THE COMPANIES WERE UNDER THE CONTROL 
OF THE RECEIVER AND MANAGER 


Advertising IMG S'S)5)S 
Bank charges, including interest 73,458 
Capital and place of business taxes 10; 592 
Collection expenses 20,784 
Credit information PADS ILS 
Creditors' life insurance 96,546 
Depreciation 32,064 
Discounts to dealers 60,342 
Employee benefits 34,788 
Foreign exchange 43,745 
Insurance 24,840 
Legal and audit 58,213 
Management and consulting fees to G.A.C. 
International Acceptance Corporation Limited 
and G.A.C. International Finance Corporation Limited 187,938 
Miscellaneous 2553910 
Notary filing and recording fees ay are Wa!) 
Occupancy 53,695 
Office equipment rental LAS ,,.322 
Office maintenance 505282 
Postage 45,439 
Printing, stationery and office supplies 88 , 094 
Provision for possible loss on notes and 
accounts receivable 659,982 
Rent 239,242 
Salaries 1,643 , 603 
Telephone and telegraph Zs VOF 
Travel and automobile expenses A283 i9258 
4,168,520 
Expenses of the Receiver and Manager (Note 7) 62,619 


$4,231,139 


(The accompanying notes are an integral part of the combined financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of combined financial statements: 

As a result of default under the Senior Note indenture, Montreal Trust 
Company was appointed Receiver and Manager of Atlantic Acceptance Corporation 
Limited on June 17, 1965 under an order issued by the Supreme Court of Ontario. 
This order enabled the Receiver and Manager to control the operations of the 
subsidiary companies. To further assist in orderly liquidation, on July 29, 1965 
Montreal Trust Company was appointed Receiver and Manager of two of the company's 
subsidiaries, The Premier Finance Corporation Limited and Commodore Sales 
Acceptance Limited. 


The accompanying Combined Statement of Deficiency in Net Assets as at 
December 31, 1965 (Exhibit 1) includes: 


(a) the assets under the direct control of the Receiver and Manager 
originating from Atlantic Acceptance Corporation Limited, The 
Premier Finance Corporation Limited and Commodore Sales 
Acceptance Limited, and 


(b) the assets of the following subsidiaries which are not in 
receivership but are under the control of the Receiver 
and Manager: 


Adelaide Acceptance Limited 

Atlantic Acceptance (Toronto) Limited 
Atlantic Finance Corporation Limited 
Commodore Factors Limited 

Concourse Agencies Limited 

Pay As You Study Plan Limited 
Standard Discount Corporation Limited. 


The assets are stated at estimated realizable values and there has been deducted 
therefrom the liabilities of the Receiver and Manager, in respect of the three 
receiverships, and also the liabilities of the above subsidiaries not in receiver- 
ship, to arrive at the estimated realizable value of net assets under the control 
of the Receiver and Manager which are available for creditors as of June 17, 1965 
(before full provision for the fees and expenses of the Receiver and Manager 
retrerrea Covi. Note Wa). 


In order to reconcile the retained earnings shown in the consolidated 
accounts of Atlantic Acceptance Corporation Limited and subsidiary companies as at 
December 31, 1964 with the deficit shown by the Combined Statement of Deficiency in 
Net Assets as at December 31, 1965, there are attached, as Exhibits 2 and 3 
respectively, a Combined Statement of Deficit and Combined Statement of Loss, 
showing the results of the operations of Atlantic Acceptance and subsidiary 
companies from January 1 to June 17, 1965 as shown by the unaudited consolidated 
financial statements of the companies at June 17, 1965 and as set out in the 
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Notes 
Page 2 


report of the Receiver and Manager dated August 18, 1965. The subsequent adjustments 
to the accounts at June 1/7, 1965 to write down the net assets at that date to their 
estimated realizable values are shown in the Combined Statement of Deficit 

(Exhibit 2). 


The results of the operations carried out by or under the direction of 
the Receiver and Manager, in respect of the assets acquired from the three companies 
in receivership and the above companies not in receivership, are set out in the 
Combined Statement of Loss shown on Exhibit 4. 


In combining the financial statements as described above, all inter-group 
assets and liabilities and income and expenses have been eliminated. 


The financial statements of Lucayan Beach Hotel and Development Limited 
have not been combined with those of Atlantic Acceptance because Lucayan's 
operations are different and unrelated to those of the other companies in the group. 
For information concerning Lucayan reference should be made to Note 4. 


In the attached statements, all balances are stated in Canadian dollars 
with translations into Canadian dollars at the rate of exchange as at December 31, 


£9 65s 


Zee Gassing 


Cash includes bank deposits of $970,862 which were seized on June 17, 1965 
by the depositaries who await direction from the Court as to the disposition thereof. 
Certain banks have claimed a right to offset $965,465 of these deposits against bank 
advances and short-term notes which form part of the senior debt of the company. 


3. Instalment notes and accounts receivable: 


The receivables are generally represented by promissory notes secured in 
many cases by conditional sales contracts, chattel mortgages, mortgages on real 
property, or other commercial paper. Included in the receivables are interest- 
bearing loans made by Adelaide Acceptance, Commodore Sales and Commodore Factors 
which aggregate approximately $44,000,000 and against which a provision of 
approximately $35,500,000 has been made as an estimated allowance for possible loss 
on collection since most of the debtors are in financial difficulties or in 
bankruptcy. For the most part, the remaining receivables are payable over periods 
of up to five years. Every effort is being made to collect the outstanding notes 
as quickly as is practical in the circumstances, and arrangements have also been 
made for the sale of any or all of notes aggregating approximately $73,000,000, 
including the security therefor, under an agreement dated July 21, 1965 (and which 
became effective in April 1966) with G.A.C. International Acceptance Corporation 
Limited and G.A.C. International Finance Corporation Limited. Under the terms of 
the agreement, the receivables will be sold for a net cash amount equal to the unpaid 
balances thereof less unearned interest and applicable liabilities and reserves. 


A provision of $51,611,126 has been made in the Combined Statement of 
Deficiency in Net Assets as an estimated allowance for possible loss on the 
collection of the notes and accounts receivable. This allowance may be greater or 
less than the amount which might ultimately be required to provide for the losses 
from bad debts. 
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4, Lucayan Beach Hotel and Development Limited: 


In order to protect the security (in the form of a minority interest of 
approximately 30% in the shares of Lucayan) for certain substantial loans made by 
Commodore Sales and to improve the prospects of recovery from such loans, the 
Receiver and Manager took steps to acquire control of Lucayan by purchasing 61.4% of 
the outstanding shares of that company and second mortgage debentures of the face 
value of U.S. $1,200,000, for an aggregate consideration of $3,615,154. The shares 
purchased plus the shares held as collateral for loans total over 90% of the out- 
standing shares of Lucayan. 


A value of approximately $2,000,000 has been placed on the shares held as 
collateral when determining the estimated recovery from the loans made by Commodore 
Sales which are included in the instalment notes and accounts receivable. 


The Receiver and Manager also made advances to Lucayan totalling 
$1,630,378 to December 31, 1965 to assist it in meeting its current obligations. 
The security for advances made to Lucayan is to be a floating charge debenture 
covering all of the assets of the company. 


The total investment made by the Receiver and Manager in Lucayan through 
shares, debentures and advances amounted to approximately $9,600,000 at May 31, 1966, 
the principal change in 1966 being an additional advance of $3,853,175 to enable 
Lucayan to retire a first mortgage on the hotel properties. 


5. Shares of Great Northern Capital Corporation Limited: 


As mentioned in Note 1, Commodore Sales was placed in receivership on 
July 29, 1965 when the Receiver and Manager took over all of the assets of Commodore 
Sales which, except for a short-term note of Atlantic Acceptance pledged as security 
for a bank loan to Commodore Sales, were charged as security for the senior debt of 
Atlantic Acceptance. Thus, following the receivership, Commodore Sales had no assets 
and the security taken over by the Receiver and Manager was insufficient to liquidate 
the liability to Atlantic Acceptance, 


Under an agreement of December 28, 1965 the Receiver and Manager of 
Atlantic Acceptance sold the shares of Commodore Sales to Great Northern Capital 
Corporation Limited for 200,000 shares without par value of that company's capital 
stock. The shares are receivable when a proposal made by Commodore Sales to its 
creditors under the Bankruptcy Act has been approved by the creditors and the Court. 
The creditors and the Court approved the proposal in 1966. In the agreement a value 
of $700,000 (i.e. $3.50 per share) was placed on the 200,000 shares of Great Northern 
and this value has been used for purposes of the accounts. The bid price of the 
shares of Great Northern, which are traded on the Toronto Stock Exchange, was $3.00 
per share on December 31, 1965 and $2.65 per share on May 31, F966. 


6. Amounts due to dealers: 


It is anticipated that the amount due to dealers arising from the companies 
in receivership ($395,301) may be required to provide for losses on the related 
receivables of those companies. 


7. Fees and expenses of the Receiver and Manager: 


Except for expenses aggregating $62,619 shown in the Statement of 
Administrative Expenses for the period from June 18 to December 31, L96SS "NS" provision 
has been made in the Combined Statement of Deficiency in Net Assets for the fees and 
expenses of the Receiver and Manager which are subject to Court approval. 
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The senior debt of the company, which became due and payable upon the 


default referred to in Note 1, is secured by an assignment of notes receivable and by 
The senior debt consists of 


a first floating charge on the assets of the company. 
the following liabilities in Canadian and United States dollars: 


Bank advances (Note 2); 
Payable in Canadian dollars 
Payable in United States dollars 
(U.S. $4,000,000) 


Short-term notes: 
Payable in Canadian dollars 
Payable in United States dollars 
CUS ($15 5953,000) 


Medium-term notes: 
Payable in Canadian dollars- 


5) % 
Diol Sh 
5 7/87, 
Payable in United States dollars- 
5 1 (U.S. 52,000,000) 
5 1/47, CU SS 28S 250005000) 


Long-term notes; 
Payable in Canadian dollars- 


Series B 6 1/27, 
Series C seme y Arty! 
Series D 5 S147 
Series E 6 1/47 
Series F S147 
Series G 6 «l/ AZ 
Series H 6 ve 
Series I 6 ye 
Series O 6. 1/67 
Payable in United States dollars- 
Series A A / 2% (U.S. $3,384,000) 
Series. J 6 is CUS e522 50,000) 
Series K 6 vA CU S.. S1E,500;,.000) 
Series L 6 % (U.S. $2,500,000) 
Series M 6 ¥4 (Ul. S523 500,000) 
Series N Sus) age CU. SamSa 45.00, 000) 
Series P 6 % (Urs. 92900, 000') 
Series Q 6 (A (U.S. $8,500,000) 
Series R Sel ow (U . Sn85,4603 000) 


Redemption premium 


Accrued interest on senior debt 


to December 31, 


26> 


$ 3,250,000 


4,300,000 


8052707135 


17,149,475 


100,000 
140,000 
700,000 


2,19.0,,000 


ZL Us O00 


846,000 
600,000 
400,000 
400,000 
100,000 
100,000 
700,000 
15.250;008 
1,500,000 


3 5637 5800 
2,418,750 
146125500 
2,687,500 
25087500 
8,062,500 
136125900 
951375500 


5 5869 5500 


43'56227050 


25105., 0906 


$ 


7,550,000 


47,419,610 


5,240,000 


45,787,746 


105,997,356 


4,074,672 


$110,072 ,028 
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9. Subordinated debt: 
The subordinated debt of the company, which became due and payable upon the 
default referred to in Note 1, consists of the following liabilities in Canadian and 


United States dollars: 


Payable in Canadian dollars- 


6 1b S 23,900 

6 1/47 4,500,000 
Payable in United States dollars- 

O22 (Urs. $2,250,000) Paige Niko eg iS) 

Or liae (U.S. 5 762,000) 840,650 

6 fe CUS. . 935470000) Jp S0soD0 

6 17 47 (U2S. $25340; 000) pape Se pg (10) 

6 1/4% (U.S. $2,000,000) 2,150,000 

£6,187 ,250 

Redemption premium 400,246 

16,587 ,496 


Accrued interest on subordinated debt to 
December 31, 1965 (oy poe '5) 


SS meaee 


SIPS ZOU, Ooze 


10. Junior subordinated debt: 
The junior subordinated debt of the company, which became due and payable 
upon the default referred to in Note 1, consists of the following Liabilities in 


Canadian and United States dollars: 


Payable in Canadian dollars- 


6 1/2% $ 1,000,000 

6 3/4% 400 , 000 

6 3/4% 150,000 
Payable in United States dollars- 

6 vA (U.S. $2,000,000) 2,150,000 

611/27 CUESamS 45005000) 537 ,500 

SCOT FOU 


Accrued interest on junior subordinated debt 
to December 31, 1965 OSes oT 4 


$ 4,476,074 


Wil, Due in respect of notes cancelled: 


On June 14, 1965 two short-term notes ageregating $5,010,000, a part of 
the senior debt of the company, were paid by cheques and the notes were delivered 
to, and cancelled by, the Trustee for the noteholders. The cheques were not 
honoured on presentation, and an action has been commenced in the Supreme Court 
of Ontario against the Trustee and the company for an order declaring the validity 
of the short-term senior notes. Judgement has not yet been handed down by the Court. 


If the Court rules that the notes are valid, the total amount owing under 
these notes ($5,138,925, which includes accrued interest thereon to December 31, 
1965) will become part of the senior debt of the company. 
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12. Contingent liabilities: 


The company is contingently liable under certain guarantees to the amount 
of approximately $550,000 and it is possible that there may be additional contingent 
liabilities. If the contingent liabilities should become actual liabilities these 
creditors would rank with other unsecured creditors. 

L32 


Method of taking income from instalment sales contracts: 


Up 


At December 31, 1965, approximately 85% of the instalment contracts 
receivable (viz. those on which the outstanding balances include unearned interest) 
were owned by two of the companies, Atlantic Acceptance Corporation Limited and 
Atlantic Finance Corporation Limited. Up to June 17, 1965, it was the practice of 
these companies to take into income in the month of acquisition of such receivables 
a substantial portion (usually 40%) of the unearned interest included in the 
contract and to take the balance into income over the life of the contract using the 
Sum of the Months Digits Method (sometimes referred to as the "Rule of 7S6ths ).) the 
unearned interest included in the accounts of these companies at June 17, 1965 has 
been restated on the basis that all of the unearned interest originally included in 
a receivable is taken up on the Sum of the Months Digits Method. Also income from 
all new business written after June 17, 1965 has been taken up on the same basis. 
While this change in the method of taking up income has had a significant effect on 
the accounts of the companies, no estimate has been made of its effect on income of 
past periods or of future periods. 


The basis of providing for unearned interest at December gi LOS 
approximates that which will be used in computing the sale price of accounts being 
sold by these companies under the agreement of July 21, 1965 as referred to in 
Note 3. 


145, Leptearion: 


Two actions have been commenced in the Supreme Court of Ontario against 
Montreal Trust Company, in its capacity as Trustee for the holders of senior notes, 
for a declaration of the Court that certain outstanding senior notes were not issued 
in compliance with the terms of the Senior Note indenture and are not entitled to 
the security thereof. The plaintiff in the first action is one Donald Ross, suing 
on behalf of himself and all other holders of the initial series of subordinated 
notes, and the plaintiff in the second action is Connecticut General Life Insurance 
Company, suing on behalf of itself and all other holders of senior notes issued in 
compliance with the terms of the Senior Note indenture. The senior notes impugned 
in this litigation comprise the outstanding short-term notes and medium-term notes 
issued after 1963 and the Series 0 to Series R notes. Montreal Trust Company has 
instructed its solicitors to take appropriate steps to the end that the actions 
will be defended by or on behalf of the holders of such senior notes. 
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PRICE WATERHOUSE & CoO. 


55 YONGE STREET 


TORONTO 1 


June 7, 1966. 


AUDITORS ' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Statement of Deficiency in Net Assets of Atlantic 
Acceptance Corporation Limited - In Receivership (as a corporation) as at 
December 31, 1965, the Statements of Loss and Deficit for the period from 
January, L.to June 17, 1965, and the Statement of Loss for the period from June 
18 to December 31, 1965. 


Scope of examination: 


Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we cone 
sidered necessary in the circumstances. 


The primary purpose of our examination was to enable us to form an 
opinion on whether or not the Statement of Deficiency in Net Assets as at 
December 31, 1965 fairly presents the financial position at that date of 
Atlantic Acceptance Corporation Limited - In Receivership (as a corporation) 
and to report on the transactions recorded subsequent to June 17, 1965 under 
the direction of the Receiver and Manager. 


Statement of Deficiency in Net Assets 


as at December 31, 1965 (Exhibit Ly 


As explained in Note 1 to the financial statements, Atlantic Acceptance 
Corporation Limited has been in receivership since June 17, 1965 and its business 
and assets are in the process of liquidation. As a consequence, the assets shown 
in the Statement of Deficiency in Net Assets are stated at estimated realizable 
values. Because of the uncertainties in determining the estimated realizable 
value of certain important assets, which are referred to below, we are unable to 
express an opinion on the Statement of Deficiency in Net Assets as a whole. 


However, in our opinion, cash ($1,991,733), bonds and treasury bill of 
the Government of Canada and deposit receipts of Canadian chartered banks 
($14,700,221), miscellaneous accounts receivable and income taxes recoverable 
($730,882), prepaid expenses ($75,513), and fixed assets ($7,473) are fairly 
presented in the Statement of Deficiency in Net Assets. Our comments on the 
other assets shown in the statement are as follows: 
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We consider that the amount of $10,000,000, the estimated allowance 
for possible loss on the collection of notes and accounts receivable, 
has been carefully estimated in the light of current conditions. 
However, because of the uncertainties arising from the liquidation 
of the accounts the allowance may be greater or less than the amount 
which might ultimately be required to provide for the losses from 
bad debts. 


The investment in wholly-owned subsidiary companies in the amount of 
$32,668,998 and the estimated equity in assets held by the Receiver 
and Manager arising from the receivership of Commodore Sales 
Acceptance Limited and The Premier Finance Corporation Limited in 
the amount of $7,681,873 are stated at the estimated realizable 
value of the underlying assets, most of which consist of notes and 
accounts receivable whose value on liquidation is subject to the 
uncertainties mentioned above. In estimating the realizable values 
of the underlying assets we have relied on the accounts of Standard 
Discount Corporation Limited as reported on by other auditors. The 
net assets of Standard Discount are approximately 4% of the estimated 
realizable value of the net,assets of $85,071,751 shown in the 
Statement of Deficiency in Net Assets. 


The investment made by the Receiver and Manager in Lucayan Beach Hotel 
and Development Limited through shares, debentures and advances 
cotats $592459532 (approximately $9,600,000 at May 31, 1966 - Note 5 
to the financial statements). We have been unable to form an opinion 
as to the amount which may be realized from this investment. 


A value of $700,000 has been placed on the shares to be received in 
Great Northern Capital Corporation Limited (Note 6 to the financial 
statements). This value exceeds the indicated market value at 
May 31, 1966 by approximately $170,000. 


We are also of the opinion that the liabilities are fairly presented in 
the Statment of Deficiency in Net Assets except that: 


Full provision has not been made for the fees and expenses of the 
Receiver and Manager (Note 8 to the financial statements). 


Depending on a Court decision, there may be an addition of 
$5,138,925 to the senior debt (Note 12 to the financial 
statements). 


Litigation is pending which seeks to establish that senior notes 
issued after 1963 are not entitled to the security of the Senior 
Note indenture (Note 15 to the financial statements). The 
Statement of Deficiency in Net Assets has been drawn up on the 
basis that the senior debt of $110,072,028 is entitled to the 
security of the indenture. 
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Statement of Deficit for the period from January 1 to 
June 17, 1965, the date when Atlantic Acceptance Corporation 
Limited went into receivership, with subsequent adjustments 
during the period from June 18 to December 31, 1965 relating 
to the assets and liabilities as at June l7, 1965 (Exhibit 2) 
and 
Statement of Loss for the period from January 1 to June 17; 


1965 (Exhibit 3): 


Because the affairs of the companies in the Atlantic group for the period 
prior to the receivership of June 17, 1965 are the subject of investigation by a 
Royal Commission and because of the substantial adjustments which it was found 
necessary to make to the accounts at June 1/7, 1965, at which time the operations 
came under the control of the Receiver and Manager, we are not in a position to 
express an opinion on the operations of the company as set out in the Statement 
of Deficit (Exhibit 2) and the Statement of Loss (Exhibit 3) for the period from 
January 1 to June 17, 1965. However, we have reviewed the adjustments made by 
the Receiver and Manager to the accounts as at June 17, 1965, as set out in 
Exhibit 2, and consider them necessary to reduce the net assets to their estimated 
realizable value at December 31, 1965, subject to the uncertainties in determining 
the estimated realizable value of certain important assets as referred to in the 
preceding section of this report. 


Statement of Loss for the period from 


June 18 to December 31, 1965 (Exhibit 4): 


Except that full provision has not been made for the fees and expenses of 
the Receiver and Manager (Note 8 to the financial statements) and that we are 
unable to form an opinion as to the amount which may be realized from the invest- 
ment in Lucayan Beach Hotel and Development Limited (Note 5 to the financial state- 
ments), in our opinion, the Statement of Loss for the period from June 18 to 
December 31, 1965 presents fairly the income and expenses arising in that period 
from the net assets under the control of the Receiver and Manager. 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIENCY IN NET ASSETS 


AS AT DECEMBER 31, 1965 


Assets under the control of the Receiver and Manager: 
Cash (Note 2) 


Bonds and treasury bill of the Government of Canada 
and deposit receipts of Canadian chartered banks, 
maturing within one year, at cost plus accrued 
interest thereon 


Instalment notes and accounts receivable (Note 3): 
Instalment contracts, less unearned interest of 
$4,252,829 
Interest-bearing loans, including accrued 
interest 


Less- Estimated allowance for possible loss 


Miscellaneous accounts receivable and income taxes 
recoverable 


Prepaid expenses, at estimated realizable value 
Investments and advances: 


Wholly-owned subsidiary companies (Note 4)- 
Shares, at cost less amounts 


written off $ 80,000 
Advances, at estimated realizable 
values 32,588 ,998 


Lucayan Beach Hotel and Development 
Limited. (Note. d= 


Shares and debentures, at cost 3,615,154 
Advances, including accrued 
interest 15,630,378 


Shares of Great Northern Capital 
Corporation Limited (Note 6) 


Estimated equity in assets held by Receiver 
and Manager arising from receivership of 
Commodore Sales Acceptance Limited and 
The Premier Finance Corporation Limited 


Fixed assets, at estimated realizable value 
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S 19915725 

14,200,221 
$27,980,576 
4,078,580 
32,0595156 
10,000 , 000 

22,059,156 

730 ,882 

Ld obS 
32,668,998 
5,245,532 
700 , 000 

38,614,530 

75681 ,873 


7,473 


$85,861,381 
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Forward 
Deduct- Liabilities of the Receiver and Manager: 


Accounts payable and accrued liabilities 

Amounts due to dealers when related 
instalment notes and accounts receivable 
are collected (Note 7) 


Estimated realizable value of net assets 
under the control of the Receiver and 
Manager available for creditors as of 
June 17, 1965, before full provision 
for the fees and expenses of the 
Receiver and Manager (Note 8) 


Deduct- Senior debt (Notes 9 and 12) 


Deficiency in net assets to meet senior 
debt outstanding, before full provision 
for the fees and expenses of the 
Receiver and Manager (Note 8) 


Other liabilities: 
Subordinated debt (Note 10) 
Junior subordinated debt (Note 11) 
Due in respect of notes cancelled (Note 12) 
Accounts payable and accrued liabilities 
Dividends payable 
Contingent liabilities (Note 13) 


Deficiency. in net assets 


Represented by: 
Capital stock 


Deficit- 
As at June 17, 1965, as adjusted to 
December 31, 1965 (Exhibit 2) 
For the period from June 18 to 
December 31, 1965, represented by the 
loss for the period (Exhibit 4) 


$ 447,985 


341,645 


172605321 
4,476,074 
53 138,925 

78,706 
249 ,430 


66,379,855 


279,465 
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$855;8615331 


789 , 630 


8550715751 


110,072,028 


25,000,277 


2152095900 


$52,204, 233 


$14,455,087 


(66,659,320) 


$52,204, 233 


(The accompanying notes are an integral part of the financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - 
(as a corporation) 


IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIT 


FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 


1965, 


THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP, 
WITH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD 
FROM JUNE 18 TO DECEMBER 31, 1965 RELATING TO THE 
ASSETS AND LIABILITIES AS AT JUNE 17, 1965 


Retained earnings at December 31, 1964, 
as shown by the audited financial statements 


Add- Transfer of first preference share redemption reserve 


Deduct: 
Dividends- 

First preference shares 

Second preference shares- 
Series "A" 
Series "B" 

Third preference shares 

Common shares 


Loss for the period from January 1 to June 17, 
1965 (Exhibit 3) 
Premium on senior and subordinated notes 


Deficit, as shown by the unaudited 
financial statements at June 17, 1965 


Add- Adjustments during the period from June 18 
to December 31, 1965 relating to the assets 
and liabilities at June 17, 1965: 


Write-down of investment in, and advances to, 
subsidiary companies- 
Shares and debentures 
Advances 


Less- Value assigned to shares of Great Northern 
Capital Corporation Limited (Note 6) 


Notes and accounts receivable at June 17, 1965 
written off as uncollectible, less allowance 
for possible loss at that date 

Estimated provision for possible loss on collection 
of remainder of notes and accounts receivable at 
June 17, 1965 

Increase in unearned interest at June 17, 1965 
(Note 14) 


Forward 


$ 7,983 


136,800 
7,200 
4,500 


314,873 


471,356 


1,484,550 


2,446 457 


1,727,933 
43,775,375 


45,503,308 


700,000 


44,803, 308 


3,215,798 


9,936,000 


3,264,444 


$61,219,550 


Exhibit 2 


$ 454,152 


46,736 


500 ,888 


4,402,363 


3,901,475 


ee 


$ 3,901,475 
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Exhibit 2 


Page 2 
Forward $61 52197550 §' 3,90424675 
Deferred charges written off- 
Unamortized long-term debt financing 
expenses 1,080,497 
Unamortized cost of developing new branches 119,469 
Unamortized premium on debentures of 
subsidiary company 175,784 
Prepaid expenses 408 , 308 
Leasehold improvements, less accumulated 
depreciation 6,210 
Write-down of fixed assets to estimated realizable 
value 22,050 
Adjustment of foreign exchange on notes payable 
in United States dollars based on exchange 
rates at December 31, 1965 (534,616) 
Adjustment (net) in liabilities recorded at 
June 17, 1965 (182772) 
62,478 , 380 
Deficit at June: 17, 1965; 


as adjusted to December 31, 1965 $66,379,855 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP 


Operating income: 


Interest $3,492,552 
Interest on advances to subsidiary companies 2,415 552 
Dividends from subsidiary companies 369 5568 
Management fees charged to subsidiary companies 58,889 

6,338,578 


Operating expenses: 
Administrative, per statement attached $5,200,740 
Interest on notes- 
Senior debt- 


Bank advances S$. 41057,706 
Short-term Lei26 3107 
Medium-term 1165382 
Long-term 151593988 
Subordinated debt 391,228 
Junior subordinated debt 105,156 
3,004,567 
Total operating expenses 8,205 5307 
Loss before income tax adjustment 1,866,729 
Income taxes recoverable 3825179 
Loss for the period, as shown by the 
unaudited financial statements at 


June 17, 1965 $1,484,550 


(The accompanying notes are an integral part of the financial statements .) 
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Advertising 
Amortization 
Amortization 
Amortization 
subsidiary 
Bank charges 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER ) 


STATEMENT OF ADMINISTRATIVE EXPENSES 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP 


of cost of developing new branches 
of debt financing expenses 

of premium on debentures of 
company 


Capital and place of business taxes 
Collection expenses 

Credit information 

Creditors' life insurance 


Depreciation 


Directors' fees 
Discounts to dealers 
Employee benefits 
Financial advisory fees 
Foreign exchange- 
On debts payable in United States dollars 


Other 
Insurance 


Legal and audit 


Miscellaneous 


Notary, filing and recording fees 


Occupancy 


Office equipment rental 
Office maintenance 


Postage 


Printing, stationery and office supplies 
Provision for possible loss on notes and accounts 


receivable 
Rent 
Salaries 


Telephone and telegraph 
Travel and automobile expenses 


Less- Portion of expenses relating to the development 
of new branches deferred for write-off against 
future earnings 


$ 378 
30. 397, 
ss pry ay 


8,026 
24,768 
15,000 
(3,963) 
16,496 
88,311 

5,205 

3,000 

379 ,037 

7,714 

78,841 


1,165.297 
£22 5196 
12,893 
15.5905 
22,027 
15,518 
13,549 
51,248 
10,456 
11,831 
37 5283 


2,114,354 
55 ,889 
640 ,684 
63,895 


152,464 


5521350 20 


13,170 


$5,200,740 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 4 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF LOSS 


FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965; 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER THE 


CONTROL OF THE RECEIVER AND MANAGER 


Operating income; 
Interest (Note 14) 
Interest on advances to Lucayan Beach Hotel 
and Development Limited 
Management fee charged to subsidiary company 
Interest on marketable securities 


Operating expenses: 
Administrative, per statement attached 
Interest on notes- 
Senior debt- 


Bank advances S? §243),7 25 
Short-term le 2053.929 
Medium-term 147,405 
Long-term 1,492,424 
Subordinated debt 540,999 
Junior subordinated debt 142,366 
Interest on notes cancelled 1245425 


Excess of operating expenses over income 
before interest charged to subsidiaries 


Interest in the amount of $2,980,730 charged 
on advances to subsidiary companies (see Note), 
less $2,023,660 to provide for the net loss of 
these companies 


Loss for the period 


$3,982,530 


66, 348 
167,500 


100,114 


4,316,492 


$15 5905 156 


3,956,871 


5,553,027 


12367535 


957,070 


$ 279,465 


Note: Subsidiary companies include Commodore Sales 
Acceptance Limited and The Premier Finance Corporation 
Limited, but exclude Lucayan Beach Hotel and Development 


Limited. 


(The accompanying notes are an integral part of the financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER ) 


STATEMENT OF ADMINISTRATIVE EXPENSES 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER THE 
CONTROL OF THE RECEIVER AND MANAGER 


Advertising 

Bank charges, including interest 

Collection expenses 

Credit information 

Creditors' life insurance 

Depreciation 

Discounts to dealers 

Employee benefits 

Foreign exchange 

Insurance 

Legal and audit 

Management and consulting fees to G.A.C. 
International Acceptance Corporation Limited 

Miscellaneous 

Notary filing and recording fees 

Occupancy 

Office equipment rental 

Office maintenance 

Postage 

Printing, stationery and office supplies 

Provision for possible loss on notes and 
accounts receivable 

Rent 

Salaries 

Telephone and telegraph 

Travel and automobile expenses 


Expenses of the Receiver and Manager 


g 191 
34,556 
2,660 
6.107 
82,330 
3,941 
5,825 
13,846 
1,812 
10,442 
23,638 


11035397 
6,827 
Sane 

16,299 
53,346 
12,679 
10,617 
26,202 


203,467 
66,424 
609,910 
83,106 


143.533 


155333537 


62,619 


$1596), 156 


(The accompanying notes are an integral part of the financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of financial statements: 


As a result of default under the Senior Note indenture, Montreal Trust 
Company was appointed Receiver and Manager of Atlantic Acceptance Corporation 
Limited on June 17, 1965 under an order issued by the Supreme Court of Ontario. 
This order enabled the Receiver and Manager to control the operations of the 
subsidiary companies. To further assist in orderly liquidation, on July 29, 
1965 Montreal Trust Company was appointed Receiver and Manager of two of the 
company's subsidiaries, The Premier Finance Corporation Limited and Commodore 
Sales Acceptance Limited. 


In order to reconcile the retained earnings shown in the accounts of 
Atlantic Acceptance (as a corporation) as at December 31, 1964 with the deficit 
shown by the Statement of Deficiency in Net Assets as at December 31, 1965, 
there are attached as Exhibits 2 and 3 respectively a Statement of Deficit and a 
Statement of Loss showing the results of the operations of the company from 
January 1 to June 17, 1965, as shown by the accounts of the company at June 17, 
1965. The subsequent adjustments to the accounts at June 17, 1965 to write down 
the net assets at that date to their estimated realizable values are shown in the 
Statement of Deficit (Exhibit 2). 


The results of the operations carried out by or under the direction of 
the Receiver and Manager are set out in the Statement of Loss shown on Exhibit 4. 


In the attached statements, all balances are stated in Canadian dollars, 
with translations into Canadian dollars at the rate of exchange as at December 31, 
1965. 


Jee, (GIGI Ne 


Cash includes bank deposits of $970,862 which were seized on June 17, 
1965 by the depositaries who await direction from the Court as to the disposition 
thereof. Certain banks have claimed a right to offset $965,465 of these deposits 
against bank advances and short-term notes which form part of the senior debt of 
the company. 


3. Instalment notes and accounts receivable: 


The receivables are represented by promissory notes secured by 
conditional sales contracts, chattel mortgages, mortgages on real property, or 
other commercial paper. Installment contracts are generally payable over periods 
of from three to five years while interest-bearing loans are payable over longer 
terms mostly up to ten years. Every effort is being made to collect the out- 
standing notes and accounts as they fall due and in addition arrangements have 
been made for the sale of any or all of the notes, including the security there- 
for, under an agreement dated July 21, 1965 (and which became effective in April, 
1966) with G.A.C. International Acceptance Corporation Limited and G.A.C. 
International Finance Corporation Limited. Under the terms of the agreement, the 
receivables will be sold for a net cash amount equal to the unpaid balances there- 
of less unearned interest and applicable liabilities and reserves. 
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Notes 
Page 2 


A provision of $10,000,000 has been made in the Statement of Deficiency 
in Net Assets as an estimated allowance for possible loss on the collection of the 
notes and accounts receivable. This allowance may be greater or less than the 
amount which might ultimately be required to provide for the losses from bad debts. 


4. Investments in and advances to subsidiaries: 


The investments in and advances to the wholly-owned subsidiaries have 
been written down to the amount expected to be realized by the Receiver and 
Manager from the net assets of the following companies: 


Adelaide Acceptance Limited 

Atlantic Acceptance (Toronto) Limited 
Atlantic Finance Corporation Limited 
Commodore Factors Limited 

Concourse Agencies Limited 

Pay As You Study Plan Limited 
Standard Discount Corporation Limited 


5. Lucayan Beach Hotel and Development Limited: 


In order to protect the security (in the form of a minority interest of 
approximately 30% in the shares of Lucayan) for certain substantial loans made by 
Commodore Sales and to improve the prospects of recovery from such loans, the 
Receiver and Manager took steps to acquire control of Lucayan by purchasing 61.4% 
of the outstanding shares of that company and second mortgage debentures of the 
face value of U.S. $1,200,000, for an aggregate consideration of $3,615,154. The 
shares purchased plus the shares held as collateral for loans total over 90% of 
the outstanding shares of Lucayan. 


A value of approximately $2,000,000 has been placed on the shares held 
as collateral when determining the estimated equity in assets held by the Receiver 
and Manager arising from the receivership of Commodore Sales, 


The Receiver and Manager also made advances to Lucayan totalling 
$1,630,378 to December 31, 1965 to assist it in meeting its current obligations. 
The security for advances made to Lucayan is to be a floating charge debenture 
covering all of the assets of the company. 


The total investment in Lucayan through shares, debentures and advances 
amounted to approximately $9,600,000 at May 31, 1966, the principal change in 
1966 being an additional advance of $3,853,175 to enable Lucayan to retire a first 
mortgage on the hotel properties. 


6. Shares of Great Northern Capital Corporation Limited: 


As mentioned in Note 1, Commodore Sales was placed in receivership on 
July 29, 1965 when the Receiver and Manager took over all of the assets of Commodore 
Sales which, except for a short-term note of Atlantic Acceptance pledged as security 
for a bank loan to Commodore Sales, were charged as security for the senior debt of 
Atlantic Acceptance. Thus, following the receivership, Commodore Sales had no 
assets and the security taken over by the Receiver and Manager was insufficient to 
liquidate the liability to Atlantic Acceptance. 
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Under an agreement of December 28, 1965 the Receiver and Manager of 
Atlantic Acceptance sold the shares of Commodore Sales to Great Northern Capital 
Corporation Limited for 200,000 shares without par value of that company's capital 
stock. The shares are receivable when a proposal made by Commodore Sales to its 
creditors under the Bankruptcy Act has been approved by the creditors and the 
Court. The creditors and the Court approved the proposal in 1966. In the agree- 
ment a value of $700,000 (i.e. $3.50 per share) was placed on the 200,000 shares 
of Great Northern and this value has been used for purposes of the accounts. The 
bid price of the shares of Great Northern, which are traded on the Toronto Stock 
Exchange, was $3.00 per share on December 31, 1965 and $2.65 per share on May 31, 
1966. 


7. Amounts due to dealers: 


It is anticipated that the amount due to dealers may be required to 
provide for losses on the related receivables. 


8. Fees and expenses of the Receiver and Manager: 


Except for expenses aggregating $62,619 shown in the Statement of 
Administrative Expenses for the period from June 18 to December 31, 1965, no 
provision has been made in the Statement of Deficiency in Net Assets for the fees 
and expenses of the Receiver and Manager which are subject to Court approval. 


9. Senior debt: 
The senior debt of the company, which became due and payable upon the 
default referred to in Note 1, is secured by an assignment of notes receivable 
and by a first floating charge on the assets of the company. The senior debt 


consists of the following liabilities in Canadian and United States dollars: 


Bank advances (Note 2); 


Payable in Canadian dollars oS 35250, 000 
Payable in United States dollars 
(U.S. $4,000,000) 4,300,000 
$* 7,550,000 
Short-term notes; 
Payable in Canadian dollars BORMZORES > 
Payable in United States dollars 
(Us Si.n $155:9535000) 17,149,475 
47,419,610 
Medium-term notes: 
Payable in Canadian dollars- 
5 th 100 ,000 
5/37/87 140 ,000 
52 7a8 hs 700 ,000 
Payable in United States dollars- 
5 % (U.S. $2,000,000) 2,150,000 
SAV Ae (U.S. $2,000,000) 2,150,000 


5.240.000 


Forward $60,209,610 
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Forward S$ 60,209,610 


Long-term notes: 
Payable in Canadian dollars- 


Series B 65 1/2% $ 846,000 
Series..C 5 Si ay 600,000 
Series D 52 3747, 400,000 
Series E 67 1/4% 400,000 
Series F Se lgae 100,000 
Series GC 6,.1/747, 100,000 
Series H 6 3 700,000 
Series I 6 Te 1,250,000 
Series O 6 1/8% 1,500,000 
Payable in United States dollars- 

Series A S/W ay (U.'S453,384,000) 3,637,800 
Series J 6 % (U.S. $2,250,000) 2, 4185750 
Series K 6 ie (U.S. $1,500,000) 156125500 
Series L 6 We (U.S. $2,500,000) 2,687,500 
Series M 6 ts (U78-.'S2;500,,000) 2306) 5,500 
Series N 5 3/47 (U5Ss, $7,500,000) 8,062,500 
Series P 6 y? (U.S. $1,500,000) 16125500 
Series Q 6 yA (U.S. $8,500,000) 951375500 
Series R 5, 778% (U.S. $5,460,000) 5,869,500 
43,622,050 
Redemption premium 7M, W oYSPALVEXS) 

45,787,746 

105,997,356 

Accrued interest on senior debt to December 31, 1965 4,074,672 


$110,072,028 


10. Subordinated debt: 
The subordinated debt of the company, which became due and payable upon 
the default referred to in Note 1, consists of the following liabilities in 


Canadian and United States dollars: 


Payable in Canadian dollars- 


6 % S$ 23,500 

6 1/4% 4,500,000 
Payable in United States dollars- 

601/27 (U.S. $2,250,000) 2) 41 8157-00 

6 1/2% (US6S%) Sof 7825000) 840,650 

6 vf (U.S. $3,478,000) 3,738,850 

6 1/4% (U.S. $2,340,000) 2,515,500 

6:1/4% (U.S. $2,000,000) 2,150,000 

16, 287 G20 

Redemption premium 400, 246 

16,587,496 

Accrued interest on subordinated debt to December 31, 1965 O7 32325 


S417,260,821 
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11. Junior subordinated debt: 
The junior subordinated debt of the company, which became due and payable 
upon the default referred to in Note 1, consists of the following liabilities in 


Canadian and United States dollars: 


Payable in Canadian dollars- 


6 Li 27 $1,000,000 
6 3/4% 400 ,000 
6 3/4% 150,000 
Payable in United States dollars- 
6 WA (U.S. $2,000,000) 2.5490; 000 
sem yA (U.S. $ 500,000) Dh ¢ 00 
4,237,500 
Accrued interest on junior subordinated debt 
to December 31, 1965 238,574 


$4,476,074 


12. Due in respect of notes cancelled: 


On June 14, 1965 two short-term notes aggregating $5,010,000, a part of 
the senior debt of the company, were paid by cheques and the notes were delivered 
to, and cancelled by, the Trustee for the noteholders. The cheques were not 
honoured on presentation, and an action has been commenced in the Supreme Court of 
Ontario against the Trustee and the company for an order declaring the validity of 
the short-term senior notes. Judgement has not yet been handed down by the Court. 


If the Court rules that the notes are valid, the total amount owing under 
these notes ($5,138,925, which includes accrued interest thereon to December Sule 
1965) will become part of the senior debt of the company. 


13. Contingent liabilities: 


The company is contingently liable under certain guarantees to the amount 
of approximately $550,000 and it is possible that there may be additional contingent 
liabilities. If the contingent liabilities should become actual liabilities these 
creditors would rank with other unsecured creditors. 


14. Method of taking up income from instalment sales contracts: 


Up to June 17, 1965 it was the practice of the company to take into 
income in the month of acquisition of instalment contracts receivable a substantial 
portion (usually 40%) of the unearned interest included in the contract and to take 
the balance into income over the life of the contract using the Sum of the Months 
Digits Method (sometimes referred to as the "Rule of 78ths"). The unearned interest 
included in the accounts at June 17, 1965 has been restated on the basis that all of 
the unearned interest originally included in a receivable is taken up on the Sum of 
the Months Digits Method. Also income from all new business written after June 17, 
1965 has been taken up on the same basis. While this change in the method of taking 
up income has had a significant effect on the accounts of the company, no estimate 
has been made of its effect on income of past periods or of future periods. 


The basis of providing for unearned interest at December 31, 1965 
approximates that which will be used in computing the sale price of accounts being 
sold under the agreement of July 21, 1965 as referred to in Note 3. 
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L5i..4bL tigation: 


Two actions have been commenced in the Supreme Court of Ontario against 
Montreal Trust Company, in its capacity as Trustee for the holders of senior notes, 
for a declaration of the Court that certain outstanding senior notes were not 
issued in compliance with the terms of the Senior Note indenture and are not 
entitled to the security thereof. The plaintiff in the first action is one Donald 
Ross, suing on behalf of himself and all other holders of the initial series of 
subordinated notes, and the plaintiff in the second action is Connecticut General 
Life Insurance Company, suing on behalf of itself and all other holders of senior 
notes issued in compliance with the terms of the Senior Note indenture. The senior 
notes impugned in this litigation comprise the outstanding short-term notes and 
medium-term notes issued after 1963 and the Series O to Series R notes. Montreal 
Trust Company has instructed its solicitors to take appropriate steps to the end 
that the actions will be defended by or on behalf of the holders of such senior 
notes, 
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PRICE WATERHOUSE & CoO. 


55 YONGE STREET 


TORONTO 1 


June 7, 1966. 


AUDITORS ' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Commodore Sales Acceptance Limited: 


We have examined the Statement of Deficiency in Net Assets of 
Commodore Sales Acceptance Limited - In Receivership as at December 31, 1965 
(Exhibit 1), the Reconciliation of Net Assets of the Company as at December 31, 
1964 with the Deficiency in Net Assets as at December 31, 1965 (Exhibit 2), the 
Statement of Profit and Loss for the period from January 1 to June 17, 1965 
(Exhibit 3), and the Statement of Income and Expenses for the period from June 
18 to December 31, 1965 (Exhibit 4). Our examination included a general review 
of the accounting procedures and such tests of available accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


As explained in Note 1 to the Statement of Deficiency in Net Assets 
the company's property and assets, except for a short-term note of Atlantic 
Acceptance Corporation Limited in the amount of $750,000 which was pledged as 
security for a bank loan, were charged as security for the senior debt of 
Atlantic Acceptance Corporation Limited and are being liquidated in satisfac- 
tion of this charge. As a consequence, the assets in the hands of the Receiver 
and Manager are stated in the Statement of Deficiency in Net Assets at estimated 
realizable values. 


A provision of $26,948,006 has been made as an estimated allowance for 
possible loss on the collection of the notes and accounts receivable. This allow- 
ance may be greater or less than the amount which might ultimately be required to 
provide for the losses from bad debts (Note 2 to the Statement of Deficiency in 
Net Assets). 


Subject to the comments in the preceding paragraph and except that no 
provision has been made for the fees and expenses of the Receiver and Manager 
(Note 4 to the Statement of Deficiency in Net Assets), in our opinion the 
Statement of Deficiency in Net Assets presents fairly the net assets of the 
company in the hands of the Receiver and Manager as at December 31, 1965. 


Because the affairs of the companies in the Atlantic group for the 
period prior to the receivership of Atlantic Acceptance Corporation Limited on 
June 17, 1965 are the subject of investigation by a Royal Commission and because 
of the substantial adjustments which it was found necessary to make to the accounts 
at June 17, 1965, at which time the operations came under the control of the 
Receiver and Manager of Atlantic Acceptance Corporation Limited, we are not ina 
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position to express an opinion on the operations of the company as set out in the 
Statement of Profit and Loss for the period from January 1 to June 17, 1965 
(Exhibit 3). However, we have reviewed the adjustments made by the Receiver and 
Manager to the accounts as at June l/, 1965, as set out in Exhibit 2, and consider 
them necessary to reduce the book values of the net assets as at June l1/, 1965 to 
their estimated realizable value at December 31, 1965, subject to the uncertain- 
ties in determining the estimated realizable value of the notes and accounts 
receivable as referred to earlier in this report. 


Except that no provision has been made for the fees and expenses of the 
Receiver and Manager, in our opinion the Statement of Income and Expenses for the 
period from June 18 to December 31, 1965 (Exhibit 4) presents fairly the income 
and expenses for that period arising from the assets taken over by the Receiver 
and Manager. 
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COMMODORE SALES ACCEPTANCE LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER ) 


STATEMENT OF DEFICIENCY IN NET ASSETS 
AS AT DECEMBER 31, 1965 
(See Note 1 for basis of preparation of statement) 


Assets in the hands of the Receiver and Manager: 


Cash 

Notes and accounts receivable (Note 2)- 
Interest-bearing loans, including accrued interest $33,340,991 
Less- Estimated allowance for possible loss 26,948 ,006 


Income taxes recoverable 


Investment in shares of Commodore Factors Limited, 
at cost less amount written off (Note 3) 


Fixed assets, at estimated realizable value 


Estimated realizable value of assets 
in the hands of the Receiver and Manager 
available for creditors as of June 17, 1965, 
before provision for the fees and expenses 
of the Receiver and Manager (Note 4) 


Deduct- Advances from Atlantic Acceptance Corporation 
Limited (Note 1) 


Deficiency in net assets 


Exhibit 1 


$ 9,896 


6,392,965 


130,000 


1,088 


65.933, 970 


34,590,151 


$28,056,181 


(The accompanying notes are an integral part of this statement.) 
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COMMODORE SALES ACCEPTANCE LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


Exhibit 2 


RECONCILIATION OF NET ASSETS OF THE COMPANY AS AT DECEMBER 31, 1964 
WITH THE DEFICIENCY IN NET ASSETS AS AT DECEMBER 31, 1965 


Net assets of the company as at December 31, 1964, as 
shown by the audited financial statements, represented 
by capital stock of $33,650 and retained earnings of 
$109,852 


Add- Profit for the period from January 1 to June 17, 
1965, the date when Atlantic Acceptance Corporation 
Limited went into receivership, as shown by the 
unaudited financial statements after taking into 
account an adjustment made in preparing consolidated 
unaudited financial statements at that date (Exhibit 3) 


Net assets of the company as at June 17, 1965, 
based on book values 


Deduct: 

Loss arising when one of the company 's assets, a 
short-term note of Atlantic Acceptance Corporation 
Limited having a book value of $750,000, was seized 
by the bank in partial satisfaction of their loan 
of $614,001 

Adjustments to reduce the book values of the net 
assets of the company as at June 17, 1965 to their 
estimated realizable values; 

Write-down of investment in Commodore Factors 
Limited (Note 3) 

Notes and accounts receivable at June 17, 1965 
written off as uncollectible, less allowance 
for possible loss at that date 

Estimated provision for possible loss on 
collection of remainder of notes and accounts 
receivable at June 17, 1965 

Prepaid expenses written off 

Write-down of fixed assets to estimated 
realizable value 

Adjustment in liabilities recorded at 
June 17, 1965 

Income taxes for the year ended December 31, 
1964 recoverable as a result of loss in 1965 

Excess of expenses over income for the period from 
June 18 to December 31, 1965 (Exhibit 4) 


Deficiency in net assets 
as at December 31, 1965 


S 136,099 


9,999 
1,266,395 
26,948 ,006 
7,435 
1,186 
2,200 
(123,982) 


138,783 


$ 143,502 


186 , 338 


329,840 


28,386,021 


$28,056,181 


(The accompanying notes are an integral part of this statement.) 
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Exhibit 3 


COMMODORE SALES ACCEPTANCE LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF PROFIT AND LOSS 


FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN ATLANTIC ACCEPTANCE CORPORATION LIMITED WENT INTO RECEIVERSHIP 


Operating income; 
Interest 


Operating expenses: 
Administrative- 
Advertising 
Bank charges, including interest 
Depreciation 
Employee benefits 
Financial advisory fees 
Insurance 
Legal and audit 
Management fees to Atlantic Acceptance 
Corporation Limited 
Miscellaneous 
Printing, stationery and office supplies 
Provision for possible loss on notes and 
accounts receivable 
Rent 
Salaries 
Telephone and telegraph 
Travel expenses 


Excess of operating income over operating expenses 
before interest charged by Atlantic Acceptance 
Corporation Limited 


Interest on advances from Atlantic Acceptance Corporation 
Limited 


Profit for the period, as shown by the 
unaudited financial statements at 
June 17, 1965 after taking into account 
an adjustment made in preparing consolidated 
unaudited financial statements at that date 


(The accompanying notes are an integral part of this 
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Exhibit 4 


COMMODORE SALES ACCEPTANCE LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER ) 


STATEMENT OF INCOME AND EXPENSES 


FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965 


ARISING FROM THE ASSETS TAKEN OVER BY THE RECEIVER AND MANAGER 


Interest income 


Administrative expenses: 


Advertising 

Bank charges, including interest 
Capital and place of business taxes 
Employee benefits 

Financial advisory fees 

Insurance 

Legal and audit 

Miscellaneous 

Printing, stationery and office supplies 
Rent 

Salaries 

Telephone and telegraph 

Travel expenses 


Excess of expenses over income 
before interest charged by 
Atlantic Acceptance Corporation 
Limited 


Interest on advances from Atlantic Acceptance Corporation 


Limited (Note 5) 


Excess of expenses over income 
for the period 


§ 22,984 


Shh 7 
3,067 
447 

478 
2,529 
2,794 
19,036 
(160) 
1,318 
1,560 
19,396 
1,215 
__1,405 


ewe ey 


30,168 


108,615 


$138, 783 


(The accompanying notes are an integral part of this statement.) 
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COMMODORE SALES ACCEPTANCE LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO STATEMENT OF DEFICIENCY IN NET ASSETS 
AS AT DECEMBER 31, 1965 


1. Basis of preparation of statement: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver and 
Manager of Atlantic Acceptance on June 17, 1965 under an order issued by the 
Supreme Court of Ontario. This order enabled the Receiver and Manager to control 
the operations of Commodore Sales Acceptance Limited, at that time a wholly-owned 
subsidiary, whose property and assets, except for a short-term note of Atlantic 
Acceptance in the amount of $750,000 which was pledged as security for a bank loan, 
were charged as security for the senior debt of Atlantic Acceptance. The assets of 
Commodore Sales in the hands of the Receiver and Manager as at December 31.1965. 
which are stated in the accompanying Statement of Deficiency in Net Assets at their 
estimated realizable values, are being liquidated in satisfaction of this charge. 


To assist in orderly liquidation Montreal Trust Company was appointed 
Receiver and Manager of Commodore Sales on July 29, 1965 under an order issued by 
the Supreme Court of Ontario. 


There is attached as Exhibit 2 a Reconciliation of Net Assets of the 
company as at December 31, 1964, as shown by the audited financial statements, with 
the deficiency in net assets as at December 31, 1965. There are also attached, as 
Exhibits 3 and 4 respectively, a Statement of Profit and Loss showing the results 
of the operations of the company for the period from January 1 to June 17,1 L965 kag 
shown by the unaudited financial statements of the company at June LY.) 2965. candsa 
Statement of Income and Expenses for the period from June 18 to December 31, 1965 
arising from the assets taken over by the Receiver and Manager. 


2. Notes and accounts receivable: 


Some of the receivables are represented by promissory notes secured by 
chattel mortgages and other commercial paper. Most of the debtors are in finan- 
cial difficulties or in bankruptcy and every effort is being made to collect the 
outstanding notes and accounts as quickly as is practical in the circumstances, 


A provision of $26,948,006 has been made in the Statement of Deficiency 
in Net Assets as an estimated allowance for possible loss on the collection of the 
notes and accounts receivable. This allowance may be greater or less than the 
amount which might ultimately be required to provide for the losses from bad debts. 
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3. Investment in shares of Commodore Factors Limited: 


SS SS eee ee ae —————aeee 


The cost of the shares of Commodore Factors, which was a wholly-owned 
subsidiary company of Commodore Sales incorporated under the laws of the State of 
New York, U.S.A., has been written down to a nominal value OL ol, ine property 
and assets of the subsidiary company are being liquidated in satisfaction of the 
charge thereon given as security for the senior debt of Atlantic Acceptance. 


4. Fees and expenses of the Receiver and Manager: 


No provision has been made for the fees and expenses of the Receiver and 
Manager which are subject to Court approval. 


5. Interest on advances from Atlantic Acceptance Corporation 
Limited: 
For purposes of this statement, interest has been accrued on advances 


from Atlantic Acceptance only to July 29, 1965, the date the company was placed in 
receivership. 
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PRICE WATERHOUSE & Co. 


55 YONGE STREET 


TORONTO 1 


June 7, 1966. 


AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of The Premier Finance Corporation Limited: 


We have examined the Statement of Deficiency in Net Assets of The 
Premier Finance Corporation Limited - In Receivership (a wholly-owned 
subsidiary of Atlantic Acceptance Corporation Limited - In Receivership) as 
at December 31, 1965, the Statements of Loss and Deficit for the period from 
January 1 to June 17, 1965, and the Statement of Loss for the period from 
June 18 to December 31, 1965. Our examination included a general review of 
the accounting procedures and such tests of available accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


As explained in Note 1 to the financial statements, the company's 
property and assets were charged as security for the senior debt of Atlantic 
Acceptance Corporation Limited and are being liquidated in satisfaction of 
this charge. As a consequence, the assets are stated in the Statement of 
Deficiency in Net Assets at estimated realizable values. 


Provision of $1,675,000 and $95,948 respectively has been made as 
an estimated allowance for possible loss on the collection of the instalment 
notes and accounts receivable and for possible loss on the notes and accounts 
sold with full recourse to Standard Discount Corporation Limited. These 
allowances may be greater or less than the amount which might ultimately be 
required to provide for the losses from bad debts (Note 2 to the financial 
statements) . 


Subject to the comments in the preceding paragraph and except that no 
provision has been made for the fees and expenses of the Receiver and Manager 
(Note 3 to the financial statements), in our opinion the Statement of Deficiency 
in Net Assets presents fairly the financial position of the company as at 
December 31, 1965. 


Because the affairs of the companies in the Atlantic group for the 
period prior to the receivership of Atlantic Acceptance Corporation Limited 
on June 17, 1965 are the subject of investigation by a Royal Commission and 
because of the substantial adjustments which it was found necessary to make 
to the accounts at June 17, 1965, at which time the operations came under the 
control of the Receiver and Manager of Atlantic Acceptance Corporation Limited, 
we are not in a position to express an opinion on the operations of the 
company as set out in the Statements of Loss and Deficit for the period from 


oO) ®& sevonsataW som 


THREATS AoWvoOy a2 


i OrmonoT 


.O0@f .\ saul 
TAOWA ‘@HOTICUA 


«vosqmod teuxT IsotstnoM 
wsasp0sM boas revisosh 
tbhajimil nottsicqie) sonaantl isims7tI sdT io 


siT to ajeaeA to ai yonstotisd to tnemeisse edi benimsxs sved SW 
beawo-vilodw s) gidessviessA aI ~ batimid soiisioq71o0 sonmantd toimett 
sa (qtderevtsoeA al ~ betimtd motissoqiod sonsdqsooA sitasiszA to yustbiedue 
mort botteq eft tot tintisd bas eeod to einsmeteae edt .coel ,1& rsdmsoe0 Js 
mort boiisq sf3 102 eeod io jnometate ort boa .c0eL .\f soul o3 1 yisunsl 
to waiver Isismeg 8 babulont nottenimexe wO .cd@l .[€ swsdmeosd oF BI snul 
boa ebteoex gnitnvooss sldsiisve to eteot dowe bas eatubsoo1rg gmitnuooss sii 
-esongiamusito sdf3 mi yiseesosn boisbieaos sw es sonsbive gntixoqqua rzedjo 


a'yosqmoo sii ,einemedsde Ieionsntt odd ot I sto“ mi bentsiqxe eA 
otinsliA to 3tdeb yoinse sdt 10% yitwwose es begieds oisw eiseaen bus yixreqoiq 
to moktoaiatise ak batabivpii gated sits bas botimid notisroqio) sansitqeo0A 
to dmemetese sdji si bedstse sis edsees ons .9ofaupsanoo s aA .saisdo aids 
-eoulsv sidssiissy beismijes Js ejseeA jo ai yonsioiied 


as sbsm need asd ylevitoages 880, cC2% bus 000,e16,. 12 tc noteivord 
jnomisient edt to moisosiios edd mo seol sldieaoq 10% sonawolls bojsmiies os 
ginsooos bas estom odt mo eaol sidteesoq toi bas eldsvisasi aitnuoo25 bas asion 
seesdT .betimid notdsetoeqroD jnvooei™ bisbasie of serwoset Iiui diiw bloa 
ed ylesemitin srigim dofiw iJnwems sd3 asda eeel to 1¢ts91g9 ad ysm esonswolls 
{stonsnit sd3 03 § s#0M) etdeb bad mot? ese2zo0l sda tot sbivo1rq 03 boxiupst 
. (atnamstseie 


om tsdt tqeoxs bore dqstgesaq anibssetg sit at 2tnsmmoo sdi o3 tosjdua 
tegeosM bas asvieosh ef4 to esé¢magqyus hae e953 ef3 sot sham ased asd soltetvorg 
yonstotied to tmemeiei@ efi motnigo wo ai .(etnemeiste [atomsnil sda ot € 940%) 
3s 2s ymsqmoo sii io cei hie fstonsnti edi yluist aamsesiq ajseeA Js at 
.2d0f . Lf 19dm920d 


eid 102 quotg ofjnsljA od mi asinsqmoo sd to etistts sdt sensed 
basimit nolterogzod 997B3q999A° otansliA lo gidetevisosx sdi oj toitgq boixzag 
bas soteelmmo. [eyo s yd noitsgiteavai to tosjdue siz ors cdel .VI snyl no : 
odsm 02 yxs2e909q bavot esw ti dotdw ednomievibe Istinssedua sf3 to seusoed 
eid isbau oms9 anotinteqo sa smia doidw te ,cd@! ,VI snul 48 ajnvos2s 913 03 
ebesimid solis1oq100 90nB83q829A obtaslaA to tegsceM Biss Bit meal eee geal 

oda to enolisisgo sf3 so moimigqo ms aesxgqxs 03 moltigoc or S35 Sw 

mor? bolieq edt 102 diokied saad eel to ejsomad. 38 ons pons 


PPriys mye mT ee 


Page 2 


January 1 to June 17, 1965. However, we have reviewed the adjustments made by 

the Receiver and Manager to the accounts as at June 17, 1965, as set out in the 
Statement of Deficit, and consider them necessary to reduce the net assets to 

their estimated realizable value at December 31, 1965, subject to the uncertainties 
in determining the estimated realizable value of the instalment notes and accounts 
receivable as referred to earlier in this report. 


Except that no provision has been made for the fees and expenses of the 
Receiver and Manager, in our opinion the Statement of Loss for the period from 
June 18 to December 31, 1965 presents fairly the income and expenses arising in 
that period while the operations of the company were under the control of the 


Receiver and Manager. 
: G 
NCR a 


Chartered Accountants. 
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Exhibit 1 


THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIENCY IN NET ASSETS 
AS AT DECEMBER 31, 1965 


Assets under the control of the Receiver and Manager: 
Cash S$ 141,986 
Instalment notes and accounts receivable (Note 2): 
Installment contracts, less unearned interest 
Of) S21..724 $1,887,034 


Less- Estimated allowance for possible loss 1,675,000 


212,034 
Income taxes recoverable 65,501 
Receivable from Standard Discount Corporation Limited 

(an associated company) arising from the sale of 
notes and accounts receivable with full recourse, 
less estimated allowance of $95,948 for possible 

loss on collection of the notes and accounts 792,865 

Prepaid expenses, at estimated realizable value 4,001 

Fixed assets, at nominal value 1 

L 2063388 


Deduct- Liabilities of the Receiver and Manager: 
Accounts payable and accrued liabilities 14,828 
Amounts due to dealers when related instalment 


notes and accounts receivable are collected (Note 4) 53,656 


68 ,484 


Estimated realizable value of net assets under 
the control of the Receiver and Manager 
available for creditors as of June 17, 1965 
before provision for the fees and expenses 
of the Receiver and Manager (Note 3) 1,147,904 


Deduct- Advances from Atlantic Acceptance Corporation 


Limited (Note 1) 3,042,764 


Deficiency in net assets $1,894,860 
Represented by: 
Capital stock S  Ig5n6re 
Deficit- 
As at June 17, 1965, as adjusted to December 31, 
1965 (Exhibit 2) $1,908 ,021 
For the period from June 18 to December 31, 1965, 
represented by the loss for the period (Exhibit 4) 172,457 
(2,080,478) 


$1,894,860 


(The accompanying notes are an integral part of the financial statements.) 
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THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 

THE DATE WHEN ATLANTIC ACCEPTANCE CORPORATION LIMITED 
WENT INTO RECEIVERSHIP, WITH SUBSEQUENT ADJUSTMENTS 
DURING THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965 

RELATING TO THE ASSETS AND LIABILITIES AT JUNE 17, 1965 


Retained earnings at December 31, 1964, as shown 
by the audited financial statements 


Deduct- Dividend paid 


Deduct: 
Loss for the period from January 1 to June 17, 1965 
(Exhibit 3) $1,627,481 
Goodwill written off 65,000 
Write-down of office equipment 12,872 


Deficit, as shown by the unaudited financial 
statements at June 17, 1965 


Add- Adjustments during the period from June 18 to 
December 31, 1965 relating to the assets and 
itikabab latte Swat hune ula, selOlOD: 
Notes and accounts receivable at June 17, 1965 
written off as uncollectible (including 
unexplained differences of $106,530 in the 
notes and accounts receivable records) 209,437 
Estimated provision for possible loss on 
collection of remainder of notes and 


accounts receivable at June 17, 1965 1,675,000 
1,884,437 

Less- Allowance for possible loss shown in the 
unaudited financial statements at June 17, 1965 1,696,042 
188,395 
Write-down of fixed assets to nominal value 73.083 
Adjustment in liabilities recorded at June 17, 1965 10,250 


Deficit at June 17, 1965, as adjusted 
to December 31, 1965 


Exhibit 2 


$ ~257,842 


296.205 


33989 


13705 3592 


1 70L Shes 


206,258 


$1,908,027 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 
STATEMENT OF LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 


THE DATE WHEN ATLANTIC ACCEPTANCE CORPORATION LIMITED 
WENT INTO RECEIVERSHIP 


Operating income: 
Interest S 1905540 


Operating expenses: 


Administrative- 

Bank charges $ 645 
Capital and place of business taxes 25.309 
Collection expenses 10,058 
Credit information 283 
Creditors' life insurance (227) 
Depreciation 2,109 
Discounts to dealers (23) 
Employee benefits 23927 
Insurance EY 26 
Legal and audit 4,578 
Miscellaneous 2,024 
Notary, filing and recording fees La 
Occupancy 1399 
Office equipment rentals 108 
Postage 15176 
Printing and stationery 832 
Provision for possible loss on notes 

and accounts receivable L597 ee 
Rent 19,091 
Salaries 67,898 
Telephone and telegraph 6,801 
Travel and automobile expenses 1.289 


1,722,743 


Excess of operating expenses over operating 
income before interest charges Tose 7205 


Interest on advances from Atlantic Acceptance Corporation 


Limited 93/278 


Loss for the period, as shown by the unaudited 
financial statements at June 17, 1965 $1,627,480 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 4 


THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 
STATEMENT OF LOSS 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 


WHILE THE OPERATIONS OF THE COMPANY WERE UNDER 
THE CONTROL OF THE RECEIVER AND MANAGER 


Operating income: 


Interest Sipe 
Interest on receivable from Standard Discount 

Corporation Limited 30,000 

44,154 
Operating expenses: 

Administrative- 

Advertising . 56 

Bank charges 90 

Capital and place of business taxes 374 

Collection expenses 4,429 

Credit information 2 

Creditors' life insurance 445 


Discounts to dealers, including $95,948 on 
sale of notes and accounts receivable to 


Standard Discount Corporation Limited 96,457 
Employee benefits 272 
Insurance 469 
Legal and audit 1,000 
Management and consulting fees to G.A.C. 
International Acceptance Corporation Limited 6,486 
Miscellaneous 905 
Occupancy 921 
Office equipment rentals ») 
Office maintenance 279 
Postage ris) 
Printing and stationery 15336 
Rent 6,355 
Salaries 10,984 
Telephone and telegraph 2507 
Travel and automobile expenses BY, Ae 
137,704 
Excess of operating expenses over operating 
income before interest charges 935550 
Interest on advances from Atlantic Acceptance Corporation 
Limited 702907 
Loss for the period Sy 2457) 


(The accompanying notes are an integral part of the financial statements.) 
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THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of financial statements: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver and 
Manager of Atlantic Acceptance on June 17, 1965 under an order issued by the 
Supreme Court of Ontario. This order enabled the Receiver and Manager to control 
the operations of The Premier Finance Corporation Limited, a wholly-owned sub- 
sidiary, whose property and assets were charged as security for the senior debt of 
the parent company. The assets of Premier Finance, which are stated in the 
Statement of Deficiency in Net Assets at estimated realizable values, are being 
liquidated in satisfaction of this charge. 


To assist in orderly liquidation, Montreal Trust Company was appointed 
Receiver and Manager of Premier Finance on July 29, 1965 under an order issued by 
the Supreme Court of Ontario. 


In order to reconcile the retained earnings shown in the accounts of 
Premier Finance as at December 31, 1964 with the deficit shown by the Statement of 
Deficiency in Net Assets as at December 31, 1965, there are attached as Exhibits Z 
and 3 respectively a Statement of Deficit and a Statement of Loss showing the 
results of the operations of the company from January 1 to June 17, 1965, as shown 
by the unaudited financial statements of the company at June 17, 1965. The sub- 
sequent adjustments to the accounts as at June 17, 1965 to write down the net 
assets at that date to their estimated realizable values are shown in the Statement 
of Deficit (Exhibit 2). 


The results of the operations carried out under the direction of the 
Receiver and Manager are set out in the Statement of Loss shown on Exhibit. 4, 


2. Instalment notes and accounts receivable: 


The receivables are represented by promissory notes secured, in some 
cases, by conditional sales contracts, chattel mortgages or other commercial 
paper. During 1965 the company sold approximately $2,075,000 of its receivables 
to Atlantic Acceptance Corporation Limited and Standard Discount Corporation 
Limited. Every effort is being made to collect the remainder of the outstanding 
receivables as they fall due and in addition, arrangements have been made for the 
sale of any or all of the notes, including the security therefor, under an agree- 
ment dated July 21, 1965 (and which became effective in April, 1966) with G.A.C. 
International Acceptance Corporation Limited and G.A.C. International Finance 
Corporation Limited. Under the terms of the agreement, the receivables will be 
sold for a net cash amount equal to the unpaid balances thereof less unearned 
interest and applicable liabilities and reserves 
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Provision of $1,675,000 and $95,948 respectively has been made in the 
Statement of Deficiency in Net Assets as an estimated allowance for possible loss 
on the collection of the notes and accounts receivable and for possible loss on 
the notes and accounts sold with full recourse to Standard Discount Corporation. 
These allowances may be greater or less than the amount which might ultimately be 
required to provide for the losses from bad debts. 


3. Fees and expenses of the Receiver and Manager: 
No provision has been made in the Statement of Deficiency in Net Assets 
for the fees and expenses of the Receiver and Manager which are subject to Court 
approval. 


4. Amounts due to dealers: 


It is anticipated that the amount due to dealers may be required to 
provide for losses on the related receivables. 
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PRICE WATERHOUSE & Co. 


55 YONGE STREET 


TORONTO 1 


Juner 74 "1966s 


AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Adelaide Acceptance Limited 
(a wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - In 
Receivership) as at December 31, 1965, the Statements of Profit and Loss and 
Deficit for the period from January 1 to June 17, 1965, and the Statement of 
Loss for the period from June 18 to December 31, 1965. Our examination 
included a general review of the accounting procedures and such tests of 
available accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


As explained in Note 1 to the financial statements, the company's 
property and assets were charged as security for the senior debt of Atlantic 
Acceptance Corporation Limited and are being liquidated in satisfaction of this 
charge. As a consequence, the assets are stated in the Balance Sheet at 
estimated realizable values. 


A provision of $3,399,879 has been made as an estimated allowance 
for possible loss on the collection of the notes receivable. This allowance 
may be greater or less than the amount which might ultimately be required to 
provide for the losses from bad debts (Note 2 to the financial statements). 


Subject to the comments in the preceding paragraph and except that no 
provision has been made for the portion of the fees and expenses of the Receiver 
and Manager of Atlantic Acceptance Corporation Limited that may be charged to 
the company (Note 3 to the financial statements), in our opinion the Balance 
Sheet presents fairly the financial position of the company as at December 31, 
1965. 


Because the affairs of the companies in the Atlantic group for the 
period prior to the receivership of Atlantic Acceptance Corporation Limited on 
June 17, 1965 are the subject of investigation by a Royal Commission and because 
of the substantial adjustments which it was found necessary to make to the 
accounts at June 17, 1965, at which time the operations came under the control 
of the Receiver and Manager of Atlantic Acceptance Corporation Limited, we are 
not in a position to express an opinion on the operations of the company as set 
out in the Statements of Profit and Loss and Deficit for the period from 
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January 1 to June 17, 1965. However, we have reviewed the adjustments made by 

the Receiver and Manager to the accounts as at June 17, 1965, as set out in the 
Statement of Deficit, and consider them necessary to reduce the net assets to 

their estimated realizable value at December 31, 1965, subject to the uncertainties 
in determining the estimated realizable value of the notes receivable as referred 
to earlier in this report. 


Except that no provision has been made for the portion of the fees and 
expenses of the Receiver and Manager of Atlantic Acceptance Corporation Limited 
that may be charged to the company, in our opinion the Statement of Loss for the 
period from June 18 to December 31, 1965 presents fairly the income and expenses 
arising in that period while the operations of the company were under the control 
of the Receiver and Manager of the parent company. 
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Chartered Accountants. 
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Exhibit 1 


ADELAIDE ACCEPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET - DECEMBER 31, 1965 


ASSETS 
Cash S Tyi2e 


Notes receivable (Note 2)- 
Interest-bearing loans, including accrued 
interest $4,350,239 
Less- Estimated allowance for possible loss 35399009 


9505360 


Income taxes recoverable 13,500 


$§ 970,984 
LIABILITIES 
Accrued liabilities (Note 3) $ - 
Advances from Atlantic Acceptance Corporation 
Limited (Note 1) 4,146,608 
Capital stock and deficit: 
Capital stock- 
Authorized- 
20,500 7% cumulative redeemable preference 
shares with a par value of $10 each 
25,000 common shares of no par value 
Issued and fully paid- 
17,000 preference shares S-—"170,000 
10,103 common shares 10,103 
180,103 
Deficit- 
As at June 17, 1965, as adjusted to 
December 31, 1965 (Exhibit 2) Si3),.242509) 
For the period from June 18 to 
December 31, 1965, represented by 
the loss for the period (Exhibit 4) PLZ 892 
eRe 
C3 25.024) 


S 970,984 
APPROVED ON BEHALF OF THE BOARD: 


Director 


Director 


(The accompanying notes are an integral part of the financial statements.) 


sitaneisoes ot eS 


‘aie ¢ PE r Se 7 1; ps 7. 


ey Oe ne [oy ee dasd--' 


“(S$ ajo) efdsvisesy estoh 


‘Beurxoos gnibuloni .2as0! gatryssd-seor1s snd 


PES. Oc£ de | tesietar 
OVS REE geol sidieaog tol sonswolls hatamiged -easJ- 
Mw EOCe 
2.61 sidstsvoeses e9xst smoonl 
32,048 2 
a 
2aITTITaAlt 
~ e (& 630M) estitlidsif beuto5A 
Silesian gonbiqesoA »vijaslsA mort esonsvbA 
16 SAT A . (I stom). beaimil 
:tiotteb bas Asote Isjiqeo 
-Ao00%8 Istigso 
| ~bastaodtuA 
sonstaisiq sidsmesbex avtisiumys ST 002,08 
dose O12 to sulsv isq s djiw earsde . 
guilsv iq on 10' estsda-nommos 000,¢S 
aie ; -bieg yvilyt bas boexeel 
000,001 - 2 asteiie sonetaterg 000, 1! 
EQ! OF, es1sde aommoo €0S,0! 
EOL ,0aL as | 
) -Jioited 
el ot bstautbs @s ,co@l .VI shul je eA 
2E8, SAS. OF (S aididxd) @OCl .f2 xsdmoo9d 
| o7 8L saul stor} boteag sit 10% 
vd beiasaerqet ,cdCl ,1& tedmsosd: 
(® sididx@) botyeg eda to} eeol ora 
UST, cel. € 
Say Pe 
se, OYe & 
Sere 


CHAO SUT TO WANTA uO GSVOsITA 


phy 2 | a ee eal, 


(.etnemsisie: l[etomsnit edt to.t1eqg Istgsini as 52m eston gaiyrsqmooon SAT) 


Exhibit 2 


ADELAIDE ACCEPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP , 
WITH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD 
FROM JUNE 18 TO DECEMBER 31, 1965 RELATING TO THE 
ASSETS AND LIABILITIES AT JUNE 17, 1965 


Retained earnings at December 31, 1964, as shown 
by the audited financial statements $ 35.07 


Add- Profit for the period from January 1 to 
Jime°t7, 1965 (Exhibit 3) 11,868 
Retained earnings, as shown by the unaudited 
financial statements at June 17, 1965 after 
taking into account an adjustment made in 
preparing consolidated unaudited financial 
statements at that date 50,425 


Deduct- Adjustments during the period from June 18 to 
December 31, 1965 relating to the assets and liabilities 
at June. 1/7 4°1965: 


Estimated provision for possible loss on collection 

of notes receivable at June 17, 1965 $3,399,879 
Less- Allowance for possible loss recorded at that 

date, including recoveries (net) on accounts 


written off as uncollectible 94,691 


33305,18S 
Adjustment in liabilities recorded at June 17, 1965 380 
Income taxes for the year ended December 31, 1964 
recoverable as a result of the loss in 1965 (12,308) 
352935260 
Deficit as at June 17> 190>.%as adjusted: to 
December 31, 1965 $3), 2425005 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


ADELAIDE ACCEPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF PROFIT AND LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP 


Operating income: 
Interest $143,337 


Operating expenses: 


Administrative- 
Capital and place of business taxes $136) 
Foreign exchange 25075 
Legal and audit SeO2Zt 
Miscellaneous 76 
Provision for possible loss on notes 
and accounts receivable 64374 


12,200 


Excess of operating income over operating 
expenses before interest charges LSE W207 


Interest on advances from the parent company 1195859 


Profit for the period, as shown by the 
unaudited financial statements at June 17, 
1965 after taking into account an adjustment 
made in preparing consolidated unaudited 
financial statements at that date $ 11,868 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 4 


ADELAIDE ACCEPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF LOSS 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 
WHILE THE OPERATIONS WERE UNDER THE CONTROL OF 
THE RECEIVER AND MANAGER OF THE PARENT COMPANY 


Operating income: 
Interest SA205 2/3 


Operating expenses: 


Administrative- 
Capital and place of business taxes S$ 245 
Foreign exchange (2 edad 
Miscellaneous 464 
(2,166) 
Excess of operating income over operating 
expenses before interest charges 30,444 
Interest on advances from parent company 1434336 
Loss for the period $112 ,892 


(The accompanying notes are an integral part of the financial statements.) 
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ADELAIDE ACCEPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of financial statements: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver and 
Manager of Atlantic Acceptance on June 17, 1965 under an order issued by the 
Supreme Court of Ontario. This order enabled the Receiver and Manager to control 
the operations of Adelaide Acceptance Limited, a wholly-owned subsidiary, whose 
property and assets were charged as security for the senior debt of the parent 
company. The assets of Adelaide Acceptance, which are stated in the Balance Sheet 
at estimated realizable values, are being liquidated in satisfaction of this 
charge. 


In order to reconcile the retained earnings shown in the accounts of 
Adelaide Acceptance as at December 31, 1964 with the deficit shown by the Balance 
Sheet as at December 31, 1965, there are attached as Exhibits 2 and 3 respectively 
a Statement of Deficit and a Statement of Profit and Loss showing the results of 
the operations of the company from January 1 to June 1/7, 1965, as shown by the 
unaudited financial statements of the company at June 17, 1965. The subsequent 
adjustments to the accounts as at June 17, 1965 to write down the net assets at 
that date to their estimated realizable values are shown in the Statement of 
Deficit. (Exhibit 2). 


The results of the operations carried out under the direction of the 
Receiver and Manager are set out in the Statement of Loss shown on Exhibit 4. 


In the attached statements, all balances are stated in Canadian 
dollars, with translations into Canadian dollars at the rate of exchange as at 
December 31, 1965. 


2. Notes receivable: 


The receivables are generally represented by promissory notes secured by 
chattel mortgages and other commercial paper. Most of the debtors are in financial 
difficulties or in bankruptcy and every effort is being made to collect the out- 
standing notes as quickly as is practical in the circumstances. 


A provision of $3,399,879 has been made in the Balance Sheet as an 
estimated allowance for possible loss on the collection of the notes receivable. 
This allowance may be greater or less than the amount which might ultimately be 
required to provide for the losses from bad debts. 


3. Fees and expenses of the Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


No provision has been made in the financial statements for the portion of 
the fees and expenses of the Receiver and Manager of Atlantic Acceptance (which are 
subject to Court approval) that may be charged to Adelaide Acceptance. 
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PRICE WATERHOUSE & Co. 


55 YONGE STREET 


TORONTO I 


June 7, 1966. 


AUDITORS! REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Atlantic Acceptance (Toronto) 
Limited (a wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - 
In Receivership) as at December 31, 1965, the Statements of Profit and Loss and 
Deficit for the period from January 1 to June 17, 1965, and the Statement of 
Profit and Loss for the period from June 18 to December 31, 1965. Our examin- 
ation included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in 
the circumstances. 


A provision of $135,000 has been made as an estimated allowance for 
possible loss on the collection of the mortgages receivable. This allowance 
may be greater or less than the amount which might ultimately be required .to 
provide for the losses from bad debts (Note 2 to the financial statements). 


Subject to the comments in the preceding paragraph and except that 
no provision has been made for the portion of the fees and expenses of the 
Receiver and Manager of Atlantic Acceptance Corporation Limited that may be 
charged to the company (Note 3 to the financial statements), in our opinion the 
accompanying Balance Sheet presents fairly the financial position of the 
company as at December 31, 1965. 


Because the affairs of the companies in the Atlantic group for the 
period prior to the receivership of Atlantic Acceptance Corporation Limited on 
June 17, 1965 are the subject of investigation by a Royal Commission and 
because of the substantial adjustments which it was found necessary to make to 
the accounts at June 17, 1965, at which time the operations came under the 
control of the Receiver and Manager of the parent company, we are not ina 
position to express an opinion on the operations of the company as set out in 
the Statements of Profit and Loss and Deficit for the period from January 1 to 
June 17, 1965. However, we have reviewed the adjustments made by the Receiver 
and Manager to the accounts as at June 17, 1965, as set out in the Statement of 
Deficit, and consider them necessary to reduce the mortgages receivable to 
their estimated realizable value at December 31, 1965, subject to the 
uncertainties in determining the estimated allowance for possible loss on collec- 
tion of the mortgages as referred to earlier in this report. 
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Except that no provision has been made for the portion of the fees and 
expenses of the Receiver and Manager of Atlantic Acceptance Corporation Limited 
that may be charged to the company, in our opinion the Statement of Profit and 
Loss for the period from June 18 to December 31, 1965 presents fairly the income 
and expenses arising in that period while the operations were under the control 
of the Receiver and Manager of the parent company. 


Price Whibarae - # 


Chartered Accountants. 


SHO So Bhad 
siioont on yiniRi & e 
foxsads sit 


righ 


; a q CORT 4. . ; 8 a 
Ree tek 2 ba et ag = , f 
TR Rae SE : 
* or CFS Ce 


J 
rr 


— 7 ] 


a : ot Sect LP aye 7 

. @onsdnyoooA ene | i ! - 
a 7 ov) hea’ ; ) 
7 - 


; By) 
MN sme f° 7 


ol Vee 


1 


ATLANTIC ACCEPTANCE (TORONTO) LIMITED 


(a wholly-owned subsidiary 


of 


Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET - DECEMBER 31, 


ASSETS 
Cash 


Mortgages receivable, including accrued 
interest (Note 2) 
Less- Estimated allowance for possible loss 


Miscellaneous accounts receivable 


LIABILITIES 
Accounts payable and accrued liabilities (Note 3) 


Advances from Atlantic Acceptance Corporation Limited 


Capital stock and deficit: 
Capital stock- 
Authorized- 40,000 shares without par value 
Issued and fully paid- 3 shares 


Deficit- 
As at June 17, 1965, as adjusted to 
December 31, 1965 (Exhibit 2) 
For the period from June 18 to 
December 31, 1965, represented by 
the profit for the period (Exhibit 4) 


1965 


$142,521 


(945) 


APPROVED ON BEHALF OF THE BOARD: 


Director 


Director 


$243,780 


135,000 


141,576 


Exhibit 1 


S 1,194 


108 , 780 


625 


$110,599 


$ 466 


251,706 
2aeek7 2 


(141,573) 


$110,599 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 


ATLANTIC ACCEPTANCE (TORONTO) LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP, 
WITH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD 
FROM JUNE 18 TO DECEMBER 31, 1965 RELATING TO THE 
ASSETS AND, LIABILITIES AT JUNE 17, 1965 


Deficit at December 31, 1964, as shown by 
the audited financial statements Sa os200 


Deduct- Profit for the period from 
January 1 to June 17, 1965 (Exhibit 3) 3,091 


Deficit, as shown by the unaudited 
Eamancilalstatementsrat sune 17, 1965 195 


Add- Adjustments during the period from June 18 
to December 31, 1965 relating to the assets and 
liabilities ,at- June 17, 1965; 


Accounts receivable at June 17, 1965 written off 
as uncollectible, less allowance for possible 


loss at that date 5S) 10,626 
Estimated provision for possible loss on collection 
of remainder of mortgages receivable 131,500 
142,326 
Deficit at June 27,1965, as 


adjusted to December 31, 1965 S142,,.526 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


ATLANTIC ACCEPTANCE (TORONTO) LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF PROFIT AND LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP 


Operating income: 
Interest Si2,022 


Operating expenses: 


Administrative- 
Audit fees $150 
Capital and place of business taxes 89 
Miscellaneous 35 
Zhe 
Excess of operating income over operating 
expenses before interest charges 11,848 
Interest on advances from parent company 8,757 
Profit for the period, as shown by the 
unaudited financial statements at 
June 17, "*196> S- 3,091 


(The accompanying notes are an integral part of the financial statements.) 
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ATLANTIC ACCEPTANCE (TORONTO) LIMITED 
(a wholly-owned subsidiary of 


Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF PROFIT AND LOSS 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 


WHILE THE OPERATIONS WERE UNDER THE CONTROL OF THE 


RECEIVER AND MANAGER OF THE PARENT COMPANY 


Operating income: 
Interest 


Operating expenses: 
Administrative- 

Audit fees 

Capital and place of business taxes 

Management fees to G.A.C. International 
Acceptance Corporation Limited 

Miscellaneous 

Provision for possible loss on collection 
of interest income for the period 


Excess of operating income over 
operating expenses before 
interest charges 


Interest on advances from parent company 


Profit for the period 


$ 300 


3,500 


Exhibit 4 


$14,460 


3,843 


10,617 


9,672 


$ 945 


(The accompanying notes are an integral part of the financial statements.) 
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ATLANTIC ACCEPTANCE (TORONTO) LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of financial statements: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver 
and Manager of Atlantic Acceptance on June 17, 1965 under an order issued by 
the Supreme Court of Ontario. This order enabled the Receiver and Manager to 
control the operations of Atlantic Acceptance (Toronto) Limited, a wholly- 
owned subsidiary. The assets of Atlantic Acceptance (Toronto) are stated in 
the Balance Sheet at estimated realizable values. 


In order to reconcile the deficit shown in the accounts of Atlantic 
Acceptance (Toronto) as at December 31, 1964 with the deficit shown by the 
Balance Sheet as at December 31, 1965, there are attached as Exhibits 2 and 
3 respectively a Statement of Deficit and a Statement of Profit and Loss 
showing the results of the operations of the company from January 1 to June 
17, 1965, as shown by the unaudited financial statements of the company at 
June 17, 1965. The subsequent adjustments to the accounts as at June l/, 
1965 to write down the assets at that date to their estimated realizable 
values are shown in the Statement of Deficit (Exhibit 2). 


The results of the operations carried out under the direction of 
the Receiver and Manager are set out in the Statement of Profit and Loss shown 
on Exhibit 4. 


2. Mortgages receivable: 


No mortgages have been acquired since June 17, 1965 and except for 
one mortgage, the balance of which falls due on December 31, 1966, the present 
mortgages are repayable in monthly instalments over periods up to 1972. Every 
effort is being made to collect the outstanding mortgages as they fall due and 
in addition arrangements have been made for the sale of any or all of the 
mortgages under an agreement dated July 21, 1965 (and which became effective 
in April, 1966) with G.A.C, International Acceptance Corporation Limited and 
G.A.C. International Finance Corporation Limited. Under the terms of the 
agreement, receivables will be sold for a net cash amount equal to the unpaid 
balances thereof less unearned interest and applicable liabilities and reserves. 


A provision of $135,000 has been made in the Balance Sheet as an 
estimated allowance for possible loss on the collection of the mortyages 
receivable. This allowance may be greater or less than the amount which might 
ultimately be required to provide for the losses from bad debts. 


3. Fees and expenses of the Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


No provision has been made in the financial statements for the portion of 
the fees and expenses of the Receiver and Manager of Atlantic Acceptance (which are 
subject to Court approval) that may be charged to Atlantic Acceptance (Toronto). 
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PRICE WATERHOUSE & Go. 


55 YONGE STREET 


TORONTO 1 


June 7, 1966. 


AUDITORS! REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Atlantic Finance 
Corporation Limited (a wholly-owned subsidiary of Atlantic Acceptance 
Corporation Limited - In Receivership) as at December 31, 1965, the 
Statements of Profit and Loss and Deficit for the period from January 
1 to June 17, 1965, and the Statement of Loss for the period from June 
18 to December 31, 1965. Our examination included a general review of 
the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


As explained in Note 1 to the financial statements, the 
company's property and assets were charged as security for the senior 
debt of Atlantic Acceptance Corporation Limited and are being liquidated 
in satisfaction of this charge. As a consequence, the assets are stated 
in the Balance Sheet at estimated realizable values. 


A provision of -$3,800,000 has been made as an estimated allow- 
ance for possible loss on the collection of the notes receivable. This 
allowance may be greater or less than the amount which might ultimately 
be required to provide for the losses from bad debts (Note 2 to the 
financial statements). 


Subject to the comments in the preceding paragraph and except 
that no provision has been made for the portion of the fees and expenses 
of the Receiver and Manager of Atlantic Acceptance Corporation Limited 
that may be charged to the company (Note 3 to the financial statements), 
in our opinion the Balance Sheet presents fairly the financial position 
of the company as at December 31, 1965. 


Because the affairs of the companies in the Atlantic group 
for the period prior to the receivership of Atlantic Acceptance Corporation 
Limited on June 17, 1965 are the subject of investigation by a Royal 
Commission and because of the substantial adjustments which it was found 
necessary to make to the accounts at June 17, 1965, at which time the 
operations came under the control of the Receiver and Manager of Atlantic 
Acceptance Corporation Limited, we are not in a position to express an 
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opinion on the operations of the company as set out in the Statements of 
Profit and Loss and Deficit for the period from January 1 to June 17, 1965, 
However, we have reviewed the adjustments made by the Receiver and Manager 
to the accounts as at June 17, 1965, as set out in the Statement of Deficit, 
and consider them necessary to reduce the net assets to their estimated 
realizable value at December 31, 1965, subject to the uncertainties in 
determining the estimated realizable value of the notes receivable as 
referred to earlier in this report. 


Except that no provision has been made for the portion of the 
fees and expenses of the Receiver and Manager of Atlantic Acceptance 
Corporation Limited that may be charged to the company, in our opinion 
the Statement of Loss for the period from June 18 to December 31, 1965 
presents fairly the income and expenses arising in that period while the 
operations of the company were under the control of the Receiver and 
Manager of the parent company. 


Chartered Accountants. 
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Exhibit l 


ATLANTIC FINANCE CORPORATION LIMITED 


(a wholly-owned subsidiary of 


Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET - DECEMBER 31, 


ASSETS 


Cash 


Notes receivable (Note 2)- 
Loans under the Small Loans Act, 
including accrued interest 
Other loans, less unearned interest 
of. $3.5295-5893 


Less- Estimated allowance for possible loss 


Miscellaneous accounts receivable and income 
taxes recoverable 


Prepaid expenses, at estimated realizable value 


Furniture and fixtures, at estimated realizable 


LIABILITIES 


value 


Accounts payable and accrued liabilities (Note 3) 


Amounts due to dealers when related notes receivable 


are collected 


Advances from Atlantic Acceptance Corporation Limited (Note 1) 


Capital stock and deficit: 
Capital stock- 
Authorized- 2,500 shares with a par value 
of $100 each 
Issued and fully paid- 1,000 shares 
Deficit- 
As at ?3une 17, 1965, as adjusted to 


December 31, 1965 (Exhibit 2) Sép, 588.387 


For the period from June 18 to 
December 31, 1965, represented by 
the loss for the period (Exhibit 4) 


329853 


APPROVED ON BEHALF OF THE BOARD: 


Director 


Director 


1965 
$ 832,745 
$18,334,247 
12,990,330 
31,325,077 
3,800, 000 
27,52 Ow 
354,738 
8,248 


18128 


S28 51309 9380 


$ 724, 337 


44,208 


325,491 6Se 


33,260,176 


$ 100,000 


4,621,240 


(4,521,240) 
$28,738,936 


(The accompanying notes are an integral part of the financial statements, ) 
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Exhibit 2 


ATLANTIC FINANCE CORPORATION LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP, 
WITH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD 
FROM JUNE 18 TO DECEMBER 31, 1965 RELATING TO THE 
ASSETS AND LIABILITIES AS AT JUNE 17, 1965 


Retained earnings at December 31, 1964 as shown 
by the audited financial statements S 228,746 


Add- Net profit for the period from January 1 to June 17, 
1965 (Exhibit 3) 247s 282 


Retained earnings, as shown by the unaudited 
financial statements at June 17, 1965 476,028 


Deduct- Adjustments during the period from June 18 to 
December 31, 1965 relating to the assets and liabilities 
at, June: 17-4 119165: 
Notes and accounts receivable at June 17, 1965 
written off as uncollectible S$ 340,409 
Estimated provision for possible loss on collection 
of remainder of notes and accounts receivable at 


June 17, 1965 3,621,900 
3, 962), 309 
Less- Allowance for possible loss shown in the 
unaudited financial statements at June 17, 1965 492,490 
3,469,819 
Increase in unearned interest at 
June 17, 1965 (Note 4) 1 , 3553.20 
Deferred charges written off- 
Unamortized cost of developing new branches 374,916 
Prepaid expenses 144 ,429 
Leasehold improvements, less accumulated 
depreciation V5, 589 
Write down of fixed assets to estimated 
realizable value 43595) 
Adjustments in liabilities recorded at June l7, 
1965 FT tok 


Provision for income taxes recorded in the period 

from January 1 to June 17, 1965 not now required 

and income taxes for the year ended December 31, 

1964 recoverable, both as a result of the loss 

in. f7Oo (371,964) 
Amount received in excess of estimated amount of 

miscellaneous account receivable recorded at 


June 17, 1965 (44, 600) 


5,064,415 


DEfLCIE as at UUune lye shoo “as 
adjusted to December 31, 1965 $4,588, 387 


=o 


(The accompanying notes are an integral part of the financial statements. ) 
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Atlantic Acceptance Corporation Limited - In Receivership) 


ATLANTIC FINANCE CORPORATION LIMITED 


(a wholly-owned subsidiary of 


STATEMENT OF PROFIT AND LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 1/7, 


LI Ops 


THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP 


Operating income; 
Interest 


Operating expenses: 


Administrative- 
Advertising 


Amortization of cost of developing new branches 


Bank charges 
Collection 


Credit information 
Gredittorss, lifesansurance 


Depreciation 


Discounts granted dealers 
Employee benefits 


Insurance 


Legal and audit 


Miscellaneous 


Notary, filing and recording fees 


Occupancy 


Office equipment rentals 
Office maintenance 


Postage 


Printing, stationery and office supplies 
Provision for possible loss on notes and 
accounts receivable 


Rent 
Salaries 


Telephone and telegraph 
Travel and automobile expenses 


Less- Portion of expenses relating to the 
development of new branches deferred for 
write-off against future earnings 


Excess of operating income over 
operating expenses before interest 
charges 


Interest on advances from parent company 


Profit before provision for income taxes 


Provision for income taxes 


(The accompanying notes are 


Net profit for the period, as shown 
by the unaudited financial statements 
at June 17, 1965 


S 54,359 
Of 3207 
24,629 

7,044 
19,074 
10,020 

73 215 
393 957 
176 207i 

6,780 

9,080 
135 385 
27,806 
16,547 
723, 816 
30, 330 
14,803 
80,880 


269, 340 
105; 562 
6355 187, 
93,701 


128s 97d 


1,747,006 


128; 671 


Exhibit 3 


$2,934,565 


1, 6185335 


1, 3165230 


871,093 


445,137 


LOPS 


$ 


247,282 


an integral part of the financial statements. ) 
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ATLANTIC FINANCE CORPORATION LIMITED 
(a wholly-owned subsidiary of 


STATEMENT OF LOSS 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 


Exhibit 4 


Atlantic Acceptance Corporation Limited - In Receivership) 


1965, 


WHILE THE OPERATIONS WERE UNDER THE CONTROL OF THE 
RECEIVER AND MANAGER OF THE PARENT COMPANY 


Operating income: 
Interest (Note 4) 


Operating expenses; 
Administrative- 
Advertising 
Bank charges 
Capital and place of business taxes 
Collection expense 
Credit information 
Creditors' life insurance 
Depreciation 
Discounts granted dealers 
Employee benefits 
Insurance 
Legal and audit 
Management and consulting fees to G.A.C. 


International Finance Corporation Limited 


Miscellaneous 

Notary, filing and recording fees 
Occupancy 

Office equipment rentals 

Office maintenance 

Postage 


Printing, stationery and office supplies 


Provision for possible loss on loans 
made during the period 

Rent 

Salaries 

Telephone and telegraph 

Travel and automobile expenses 


Excess of operating income over 
operating expenses before interest 


charges 


Interest on advances from parent company 


Loss for the period 


$3,028,505 


O20 no 
Ze nO 
2 Dd, 
12,004 
LM WA 
bbe wef iad | 
UU ag ks 
54 , 008 
16,409 
657230 
(PEAY 


71,030 
Lo, ea2 
21,947 
32,888 
ER a 
37,124 
235195 
45,484 


L755 200 
146,810 
810,691 
120,092 


£3350 3% 


1, 920ca22 


1,108,443 
1,141,296 


$ 3250.93 


(The accompanying notes are an integral part of the financial statements. ) 
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ATLANTIC FINANCE CORPORATION LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


NOTES. TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of financial statements: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver 
and Manager of Atlantic Acceptance on June 17, 1965 under an order issued by 
the Supreme Court of Ontario. This order enabled the Receiver and Manager 
to control the operations of Atlantic Finance Corporation Limited, a wholly- 
owned subsidiary, whose property and assets were charged as security for the 
senior debt of the parent company. The assets of Atlantic Finance, which 
are stated in the Balance Sheet at estimated realizable values, are being 
liquidated in satisfaction of this charge. 


In order to reconcile the retained earnings shown in the accounts 
of Atlantic Finance as at December 31, 1964 with the deficit shown by the 
Balance Sheet as at December 31, 1965, there are attached as Exhibits 2 and 
3 respectively a Statement of Deficit and a Statement of Profit and Loss 
showing the results of the operations of the company from January 1 to June 
17, 1965, as shown by the unaudited financial statements of the company at 
June 17, 1965. The subsequent adjustments to the accounts as at June l/7, 
1965 to write down the net assets at that date to their estimated realizable 
values are shown in the Statement of Deficit (Exhibit 2). 


The results of the operations carried out under the direction of 
the Receiver and Manager are set out in the Statement of Loss shown on 
Exhibit 4 


2. Notes receivable: 


The receivables are represented by promissory notes secured, in 
some cases, by conditional sales contracts, chattel mortgages or other 
commercial paper. The loans are generally payable over periods of up to 
three years. Every effort is being made to collect the outstanding notes 
as they fall due and in addition arrangements have been made for the sale 
of any or all of the notes, including the security therefor, under an 
agreement dated July 21, 1965 (and which became effective in April, 1966) 
with G.A.C. International Acceptance Corporation Limited and G.A.C. Inter- 
national Finance Corporation Limited. Under the terms of the agreement, 
the receivables will be sold for a net cash amount equal to the unpaid 
balances thereof less unearned interest and applicable liabilities and 
reserves. 


A provision of $3,800,000 has been made in the Balance Sheet as 
an estimated allowance for possible loss on the collection of the notes 
receivable. This allowance may be greater or less than the amount which 
might ultimately be required to provide for the losses from bad debts. 
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3. Fees and expenses of the Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


No provision has been made in the financial statements £forathe 
portion of the fees and expenses of the Receiver and Manager of Atlantic 
Acceptance (which are subject to Court approval) that may be charged to 
Atlantic Finance. 


4, Method of taking up income from loans other 
than those made under the Small Loans Act: 


Up to June 17, 1965 it was the practice of the company to take 
into income in the month of acquisition of receivables 40% of the unearned 
interest included in the contract and to take the balance into income 
over the life of the contract using the Sum of the Months Digits Method 
(sometimes referred to as the "Rule of 78ths"). The unearned interest 
included in the accounts at June 17, 1965 has been restated on the basis 
that all of the unearned interest originally included in a receivable is 
taken up on the Sum of the Months Digits Method. Also income from all 
new business written after June 17, 1965 has been taken up on the same 
basis. While this change in the method of taking up income has had a 
significant effect on the accounts of the company, no estimate has been 
made of its effect on income of past periods or of future periods. 


The basis of providing for unearned interest at December 31, 
1965 approximates that which will be used in computing the sale price 
of accounts being sold under the agreement of July 21, 1965 as referred 
to in Note 2. 
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PRICE WATERHOUSE & Co. 


55 YONGE STREET 


TORONTO 1 


Jute 7, L96o. 


AUDITORS! REPORT 


Montreal Trust Company, 
Receiver and Manager, 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Commodore Factors Limited 
(whose shares are held by the Receiver and Manager of Commodore Sales 
Acceptance Limited for the benefit of Atlantic Acceptance Corporation 
Limited - In Receivership) as at December 31, 1965, the Statements of Profit 
and Loss and Deficit for the period from January 1 to June 17, 1965, and the 
Statement of Loss for the period from June 18 to December 31, 1965. Our 
examination included a general review of the accounting procedures and such 
tests of the available accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


As explained in Note 1 to the financial statements, the company's 
property and assets are charged as security for the senior debt of Atlantic 
Acceptance Corporation Limited and are being liquidated in satisfaction of 
this charge. As a consequence the assets are stated in the Balance Sheet at 
estimated realizable values. 


A provision of $4,739,104 has been made as an estimated allowance 
for possible loss on the collection of the notes receivable. This allowance 
may be greater or less than the amount which might ultimately be required to 
provide for the losses from bad debts (Note 2 to the financial statements). 


Subject to the comments in the preceding paragraph and except that 
no provision has been made for the portion of the fees and expenses of the 
Receiver and Manager of Atlantic Acceptance Corporation Limited that may be 
charged to the company (Note 3 to the financial statements), in our opinion 
the Balance Sheet presents fairly the financial position of the company as at 
December 31, 1965. 


Because the affairs of the companies in the Atlantic group for the 
period prior to the receivership of Atlantic Acceptance Corporation Limited on 
June 17, 1965 are the subject of investigation by a Royal Commission and because 
of the substantial adjustments which it was found necessary to make to the 
accounts at June 17, 1965, at which time the operations came under the control 
of the Receiver and Manager of Atlantic Acceptance Corporation Limited, we are 
not in a position to express an opinion on the operations of the company as set 
out in the Statements of Profit and Loss and Deficit for the period from 
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January 1 to June 17, 1965. However, we have reviewed the adjustments made by 

the Receiver and Manager to the accounts as at June 17, 1965, as set out in the 
Statement of Deficit, and consider them necessary to reduce the net assets to 

their estimated realizable value at December 31, 1965, subject to the uncertainties 
in determining the estimated realizable value of the notes receivable as referred 
to earlier in this report. 


Except that no provision has been made for the portion of the fees and 
expenses of the Receiver and Manager of Atlantic Acceptance Corporation Limited 
that may be charged to the company, in our opinion the Statement of Loss for the 
period from June 18 to December 31, 1965 presents fairly the income and expenses 
arising in that period while the operations of the company were under the 
control of the Receiver and Manager of Atlantic Acceptance Corporation Limited. 
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COMMODORE FACTORS 


LIMITED 


BALANCE SHEET - DECEMBER 31, 1965 
(stated in United States dollars) 


ASSETS 
Cash 


Notes receivable (Note 2): 
Interest bearing loans, including 
accrued interest 
Less- Estimated allowance for possible loss 


Office furniture, at nominal value 


LIABILITIES 
Accounts payable and accrued liabilities (Note 3) 


Advances from Atlantic Acceptance Corporation 
Limited (Canadian $7,923,818) (Note 1) 


Capital stock and deficit: 
Capital stock- 
Authorized- 200 shares without par value 
Issued~ 100 shares 


Deficit- 
As* at June, 17, 1965, as adjusted to 
December 31, 1965 (Exhibit 2) 
For the period from June 18 to 
December 31, 1965, represented by 
the loss for the period (Exhibit 4) 


APPROVED ON BEHALF OF THE 


Exhibit 1 


$ 4,101 
$5,716,430 
4,739,104 
9775320 
1 


$6,164,101 


271,634 


$ 981,428 


S$ 7365280 


LsSLOeI Gs 


7,407,163 
$ 10,000 
6,435,735 

(6,425,735) 


BOARD: 


Director 


Director 


$ 981,428 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 2 


COMMODORE FACTORS LIMITED 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 

THE DATE WHEN ATLANTIC ACCEPTANCE CORPORATION LIMITED WENT INTO RECEIVERSHIP, 
WITH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965 
RELATING TO THE ASSETS AND LIABILITIES AS AT JUNE 17, 1965 
(stated in United States dollars) 


Retained earnings at December 31, 1964, as shown 


by the audited financial statements S 281,662 
Add- Profit for the period from January 1 to 
June 17, 1965 (Exhibit 3) 107,835 
Retained earnings, as shown by the unaudited 
financial statements at June 17, 1965 389,497 


Deduct~ Adjustments during the period from June 18 
to December 31, 1965 relating to the assets and 
liabilities at June 17, 1965: 
Notes receivable at June 17, 1965 written off 
as uncollectible, less allowance for possible 
loss at that date $2,007,766 
Estimated provision for possible loss on 
collection of remainder of notes receivable 


at June 17, 1965 4,739,104 
Write down of fixed assets to nominal value 832 
Adjustment in liabilities recorded at 

June 17, 1965 25,000 


Adjustment of income taxes, primarily applicable 
to unrealized gains on foreign exchange, as a 


result of loss in 1965 (219,104) 


6,993,998 


Defacit at June 17, 1965, as 
adjusted to December 31, 1965 $6,164,101 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


COMMODORE FACTORS LIMITED 


STATEMENT OF PROFIT AND LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN ATLANTIC ACCEPTANCE CORPORATION LIMITED WENT INTO RECEIVERSHIP 
(stated in United States dollars) 


Operating income: 


Interest $370,057 
Gain in foreign exchange 240990 
393;4656 


Operating expenses: 


Administrative- 
Advertising $ 26 
Bank charges 845 
Business taxes Leas We 
Depreciation 36 
Legal and audit 1,500 
Miscellaneous 17 
Printing, stationery and office supplies 23 
Telephone and telegraph 199 
Travel expenses 1 367 


16,406 


Excess of operating income over operating 
expenses before interest charges 377 3250 


Interest on advances from Atlantic Acceptance 
Corporation Limited 269,415 


Profit for the period, as shown by the 


unaudited financial statements as at 
June 17, 1965 $107,835 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 4 


COMMODORE FACTORS LIMITED 


STATEMENT OF LOSS 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER THE CONTROL OF THE 
RECEIVER AND MANAGER OF ATLANTIC ACCEPTANCE CORPORATION LIMITED 
(stated in United States dollars) 


Operating income: 


Interest S 23,475 
Gain in foreign exchange £2,318 
34,793 
Operating expenses: 
Administrative- 
Advertising $ 32 
Bank charges, including interest 9,704 
Business taxes 39 
Legal and audit labish 
Miscellaneous (190) 
10,696 
Excess of operating income over operating 
expenses before interest charges 24,097 
Interest on advances from Atlantic Acceptance 
Corporation Limited fe 
Loss for the period $271,634 


(The accompanying notes are an integral part of the financial statements.) 
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COMMODORE FACTORS LIMITED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of statements: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver 
and Manager of Atlantic Acceptance on June 17, 1965 under an order issued by the 
Supreme Court of Ontario. This order enabled the Receiver and Manager to control 
the operations of Commodore Factors Limited, whose property and assets were 
charged as security for the senior debt of Atlantic Acceptance. The assets of 
Commodore Factors, which are stated in the Balance Sheet at estimated realizable 
values, are being liquidated in satisfaction of this charge. 


In order to reconcile the retained earnings shown in the accounts of 
Commodore Factors as at December 31, 1964 with the deficit shown by the Balance 
Sheet as at December 31, 1965, there are attached as Exhibits 2 and 3 respectively 
a Statement of Deficit and a Statement of Profit and Loss showing the results of 
the operations of the company from January 1 to June 17, 1965, as shown by the 
unaudited financial statements of the company at June 17, 1965. The subsequent 
adjustments to the accounts as at June 17, 1965 to write down the net assets at 
that date to their estimated realizable values are shown in the Statement of 
Deficit (Exhibit 2). 


The results of the operations carried out under the direction of the 
Receiver and Manager are set out in the Statement of Loss shown on Exhibit 4. 


2. Notes receivable: 


The receivables are generally represented by promissory notes secured 
by chattel mortgages and other commercial paper. Most of the debtors are in 
financial difficulties or in bankruptcy and every effort is being made to collect 
the outstanding notes as quickly as is practical in the circumstances. 


A provision of $4,739,104 has been made in the Balance Sheet as an 
estimated allowance for possible loss on the collection of the notes receivable. 
This allowance may be greater or less than the amount which might ultimately be 
required to provide for the losses from bad debts. 


3. Fees and expenses of the Receiver and Manager 


of Atlantic Acceptance Corporation Limited: 


No provision has been made in the financial statements for the portion 
of the fees and expenses of the Receiver and Manager of Atlantic Acceptance 
(which are subject to Court approval) that may be charged to Commodore Factors. 
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PRICE WATERHOUSE & Co. 


55 YONGE STREET 


TORONTO 1 


June 7, 1966. 
AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Concourse Agencies Limited 
(a wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - In 
Receivership) as at December 31, 1965, the Statements of Loss and Deficit for 
the period from January 1 to June 17, 1965, and the Statement of Loss for the 
period from June 18 to December 31, 1965. Our examination included a general 
review of the accounting procedures and such tests of accounting records and 


other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying Balance Sheet and Statements of Loss 
and Deficit present fairly the financial position of the company as at 
December 31, 1965 and its income and expenses for the year ended on that date, 


in accordance with generally accepted accounting principles. 


Chartered Accountants. 
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CONCOURSE AGENCIES LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET - DECEMBER 31, 1965 


ASSETS 
SNil 
LIABILITIES 
Accrued liabilities (Note 2) $ 50 
Advances from Atlantic Acceptance 
Corporation Limited (Note 1) 799 
849 
Capital stock and deficit: 
Capital stock- 
Authorized- 100,000 shares without 
par value 
Issued and fully paid- 3 shares $13 
Deficit- 
As at June 17, 1965 (no change to 
December 31, 1965) (Exhibit 2) $774 
For the period from June 18 to December 
31, 1965, represented by the loss for 
the period (Exhibit 4) 78 
852 
(849) 
SNil 


APPROVED ON BEHALF OF THE BOARD: 
Director 


Director 


(The accompanying notes are an integral part of the financial statements. ) 
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Exhibit 2 


CONCOURSE AGENCIES LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP 


Deficit at December 31, 1964, as shown by 
the audited financial statements $724 


Add- Loss for the period from January 1 
to June 17 591965. CExhibit, 3) 50 


Deficit, as shown by the unaudited financial 
statements at June 17, 1965 after taking into 
account an adjustment made in preparing 
consolidated unaudited financial statements 
at that date $774 


(The accompanying notes are an integral part of the financial statements. ) 
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Exhibit 3 


CONCOURSE AGENCIES LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP 


Operating expenses: 


Administrative- 
Capital and place of business taxes $20 
Miscellaneous 10 
Total operating expenses before interest charges 30 
Interest on advances from parent company 20 


Loss for the period, as shown by the unaudited 
financial statements at June 17, 1965 after 
taking into account an adjustment made in 
preparing consolidated unaudited financial 
statements at that date $50 


(The accompanying notes are an integral part of the financial statements. ) 
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Exhibit 4 


CONCOURSE AGENCIES LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF LOSS 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 
WHILE THE OPERATIONS WERE UNDER THE CONTROL OF THE 
RECEIVER AND MANAGER OF THE PARENT COMPANY 


Operating expenses: 
Administrative- 
Audit fees $50 


Interest on advances from parent company 


Loss for the period 


(The accompanying notes are an integral part of the financial statements.) 
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CONCOURSE AGENCIES LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


1. Basis of preparation of financial statements: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver 
and Manager of Atlantic Acceptance on June 17, 1965 under an order issued by 
the Supreme Court of Ontario. This order enabled the Receiver and Manager to 
control the operations of Concourse Agencies Limited, a wholly-owned subsidiary, 
whose property and assets were charged as security for the senior debt of the 
parent company. 


In order to reconcile the deficit shown in the accounts of Concourse 
Agencies as at December 31, 1964 with the deficit shown by the Balance Sheet 
as at December 31, 1965, there are attached as Exhibits 2 and 3 respectively 
a Statement of Deficit and a Statement of Loss showing the results of the 
operations of the company from January 1 to June 17, 1965, as shown by the 
unaudited financial statements of the company at June 17, 1965. 


The results of the operations carried out under the direction of the 
Receiver and Manager are set out in the Statement of Loss shown on Exhibit 4. 


2. Fees and expenses of the Receiver and Manager of 
Atlantic Acceptance Corporation Limited: 


No provision has been made in the financial statements for the portion 
of the fees and expenses of the Receiver and Manager of Atlantic Acceptance 
(which are subject to Court approval) that may be charged to Concourse Agencies. 
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PRICE WATERHOUSE & Co. 


55 YONGE STREET 


TORONTO 1 


June 7, 1966. 
AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Pay As You Study Plan Limited 
(a wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - In 
Receivership) as at December 31, 1965, in which is incorporated a Statement of 
Expenses for the period from June 18 to December 31, 1965, and the Statements 
of Loss and Deficit for the period from January 1 to June 17, 1965. Our exam- 
ination included a general review of the accounting procedures and such tests 
of available accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


Except that no provision has been made for the portion of the fees and 
expenses of the Receiver and Manager of Atlantic Acceptance Corporation Limited 
that may be charged to the company (Note 2 to the financial statements), in our 
opinion the Balance Sheet presents fairly the financial position of the company 
as at December 31, 1965. 


Because the affairs of the companies in the Atlantic group for the 
period prior.to the receivership of Atlantic Acceptance Corporation Limited on 
June 17, 1965 are the subject of investigation by a Royal Commission and because 
of the substantial adjustments which it was found necessary to make during the 
period from January 1 to June 17, 1965, at which time the operations came under 
the control of the Receiver and Manager of the parent company, we are not in a 
position to express an opinion on the operations of the company as set out in 
the Statements of Loss and Deficit for the period from January 1 to June 17, 
ESOS. 


Except that no provision has been made for the portion of the fees and 
expenses of the Receiver and Manager of Atlantic Acceptance Corporation Limited 
that may be charged to the company, in our opinion the Statement of Expenses for 
the period from June 18 to December 31, 1965 which is incorporated in the Balance 
Sheet presents fairly the expenses arising in that period while the operations of 
the company were under the control of the Receiver and Manager of the parent 


i eee, 


Chartered Accountants. 
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Exhibit 1 


PAY AS YOU STUDY PLAN LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership)- 


BALANCE SHEET - DECEMBER 31, 1965 


ASSETS 
Cash Seb S301 
LIABILITIES 
Accrued liabilities (Note 2) $ 7 
Advances from Atlantic Acceptance 
Corporation Limited (Note 1) 30 ,840 


Capital stock and deficit: 
Capital stock- 
Authorized- 

1,800 6% non-cumulative redeemable 
preference shares with a par value 
of $100 each 

20,000 common shares without par value 

Issued and fully paid- 


3 common shares S 3 
Deficit- 
Ris~at©Junéwl/5"1965, as adjusted. to 
December 31, 1965 (Exhibit 2) $28,482 


For the period from June 18 to 
December 31, 1965, represented by 
interest on advances from the 


parent company 1,060 
29,542 
(29'5'539') 


$ 1,301 


APPROVED ON BEHALF OF THE BOARD: 


Director 


Director 


(The accompanying notes are an integral part of the financial statements.) 
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PAY AS YOU STUDY PLAN LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP, 
WITH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD 
FROM JUNE 18 TO DECEMBER 31, 1965 RELATING TO THE 
ASSETS AND LIABILITIES AT JUNE 17, 1965 


Deficit at December 31, 1964, as shown 
by the audited financial statements 


Add- Loss for the period from January 1 
tewJune +L/....1965, (Exhibit, 3) 


Deficit, as shown by the unaudited financial 
statements at June 17, 1965 after taking into 
account adjustments made in preparing consolidated 
unaudited financial statements at that date 


Add- Adjustment during the period from June 18 to 
December 31, 1965 relating to the assets and 
biabilities, at. June 17. 1965. 


Accounts receivable at June 17, 1965 written off 
as uncollectible, less allowance for possible 
loss at that date 


DebtcltmasmatmUnen l/s, 9 O55) vas 
adjusted to December 31, 1965 


Exhibit 2 


$17 ,738 


10,494 


28,232 


250 


$28 , 482 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


PAY AS YOU STUDY PLAN LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF LOSS 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP 


Operating income: 
Interest $ 78 


Operating expenses: 


Administrative- 
Audit fees $ 200 
Miscellaneous 199 
Provision for possible loss 
on accounts receivable 9.289 
i 9, 688 
Excess of operating expenses over 
operating income before interest 
charges 9,610 
Interest on advances from parent company 884 
Loss for the period, as shown by the unaudited 
financial statements at June 17, 1965 after 
taking into account adjustments made in 
preparing consolidated unaudited financial 


statements at that date $10,494 


(The accompanying notes are an integral part of the financial statements.) 
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PAY AS YOU STUDY PLAN LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


eebaslismon preparation of financial statements: 


As a result of default under the Senior Note indenture of Atlantic 
Acceptance Corporation Limited, Montreal Trust Company was appointed Receiver 
and Manager of Atlantic Acceptance on June 17, 1965 under an order issued by 
the Supreme Court of Ontario. This order enabled the Receiver and Manager to 
control the operations of Pay As You Study Plan Limited, a wholly-owned subsidiary, 
whose property and assets were charged as security for the senior debt of the 
parent company. 


In order to reconcile the deficit shown in the accounts of Pay As 
You Study Plan as at December 31, 1964 with the deficit shown by the Balance 
Sheet as at December 31, 1965, there are attached as Exhibit 2 and 3 respec- 
tively a Statement of Deficit and a Statement of Loss showing the results of 
the operations of the company from January 1 to June 17, 1965, as shown by the 
unaudited financial statements of the company at June 17, 1965. The subsequent 
adjustment to the accounts as at June 17, 1965 to write off as uncollectible the 
remainder of the accounts receivable at that date is shown in the Statement of 
Deficit (Exhibit 2). 


Except for the fees and expenses referred to in Note 2, interest on 
advances from the parent company (which has been charged directly to deficit 
account in the Balance Sheet) was the only expense incurred during the period 
from June 18 to December 31, 1965 while the operations were carried out under 
the direction of the Receiver and Manager. 


2. Fees and expenses of the Receiver and Manager 


of Atlantic Acceptance Corporation Limited: 


No provision has been made in the financial statements for the portion 
of the fees and expenses of the Receiver and Manager of Atlantic Acceptance 
(which are subject to Court approval) that may be charged to Pay As You Study 
Plan. 
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STONE, CONWAY,ANGER & STONE 
CHARTERED ACCOUNTANTS 
TORONTO, CANADA 


TELEPHONE 481-5201 NATIONAL CASH REGISTER BUILDING 
AREA CODE 416 17 EGLINTON AVE.E. 


To the Shareholders of 
Standard Discount Corporation Limited, 
Toronto, Ontario. 


Gentlemen: 


We report having completed the examination of the accounting records of 
your company for the fiscal year ended December 31, 1965, from which we have 
prepared and submit herewith the following: 


Statement {1) - Balance Sheet as at December 31, 1965; 


Statement (2) <- Statement of Retained Earnings 
for year ended December 31, 19°5; 


Statement {3) - Statement of Income and Expenditure 
for year ended December 31, 1965. 


SCOPE OF EXAMINATION 


Our examination included a general review of the accounting procedures 
and such tests of the accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


CURRENT POSITION 


For purposes of analysis, we submit the following comparative summary 
of your company’s current position as at December 31 in each year. 


Ca) ae eee 


Current assets $4,279,516 $3,061,419 $2,747,527 
Current liabilities (portion) 408,201 486 , 448 430,171 


3,871,315 2,574,971 2,317,356 


Holdbacks and loans,payable on demand 3,318,659 _ 2,008,583 _1,789,726 


Net Current Assets $ 552,656 $ 566,388 $ 527,630 
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To the Shareholders of Page 2. 
Standard Discount Corporation Limited 


SOURCE AND APPLICATION OF FUNDS 


The decrease in net current assets of $13,732 for the year under 
review results from the following: 


Source of working capital: 


Net profit before income taxes $98,941 
Add: Depreciation allowance 15,850 $114,791 


Sale of fixed assets 525 
Increase in deferred income 54,307 $169,623 


Disposition of working capital: 


Corporation income taxes 41,402 

Additions to fixed assets 25,258 

Increase in c.s.v. of life insurance 1,380 

Dividends paid 115.,315 . 3183 ,355 
NET DECREASE IN WORKING CAPITAL $ 13,732 
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To the Shareholders of 


Standard Discount Corporation Limited 


STATEMENT OF INCOME AND EXPENDITURE 


For comparative purposes, we submit the following analysis of 
operations for the years ended December 31: 


1964 


ee 


$6,239,385 


179,612 


pena oP ae ale 
5S 
CONTRACTS PURCHASED 
Soft goods: 
Regular $8,412,483 89.3 
Special bulk 
purchase 959,484 10.2 
Hard goods 42,8 a5 
TOTAL 9,414,863 100.0 
FINANCE CHARGES 1,268,970 13.5 


INCOME 
Finance charges earned 1,229,991 


Bad debts recovered 52,160 
TOTAL INCOME 1,282,151 
EXPENDITURE 

Additional charges to 

written off accounts alaysabyal 
Bed and doubtful 

accounts 332,759 
Office salaries 252,231 
Interest on loans 188,491 
Overhead expenses 138,272 
Income taxes payable 41,402 
Management salaries 65,436 
Management fees 180,000 


Depreciation allowance 15,850 


TOTAL EXPENDITURE 1,224,612 


NET PROFIT $ 57,539 


° 
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6,418,997 
871,735 


883 , 287 
54,333 


937,620 


Page 3. 
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$5,804,758 97.0 
181,067 3.0 
5,985,825 100.0 
806,834 13.5 
789,604 91.6 
12,007 8.4 
861,611 100.0 
16,684 1.9 
111,372. Ge.9 
184,531 21.4 
106,257 12.4 
93,245 10.8 
47,662 5.5 
60,594 Ten 
180,000 20.9 
5,075 26 
805,420 93.5 

$ 56,191 6.5 
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To the Shareholders of Page 4. 
Standard Discount Corporation Limited 


% * % 


In our opinion, the accompanying balance sheet and attached related 
statements of income and expenditure and retained earnings present fairly the 
financial position of the company as at December 31, 1965 and the results of 
its operations for the period ended on that date in accordance with generally 
accepted accounting principles, except for the method of taking up income from 
instalment accounts receivable as explained in Note (3) to the financial 
statements, applied on a basis consistent with that of the preceding year. 


Our examination also included the accompanying summary of source 
and application of funds which, in our opinion, when considered in relation 
to the aforementioned financial statements, presents fairly the sources and 
applications of funds of the company for the year ended December 31, 1965. 


Arm Boney Byer t so 


Toronto, March 4, 1966 (as amended on Chartered Accountants. 
June 20, 1966 by inclusion of reference 
to Note (3) to the financial statements. ) 
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STANDARD DISCOUNT CORPORATION LIMITED - TORONTO 


(A private company incorporated under The Corporations Act of Ontario) 


BALANCE SHEET 


ASSETS 


Current 
Petty cash fund 
Accounts receivable (after deducting allowance 
for doubtful accounts and holdbacks 
applicable to recourse accounts-see note 1} 
(nexpired insurance 
Prepazd expenses and supplies on hand 


Fixed (at cost) 
Automotive equipment 
Leasehold improvements 
Office furniture and equipment 
tess: Accumulated depreciation 
Undepreciated capital cost of fixed assets 


Other 
Goodwill 
Cash surrender value of life insurance 


he Board: 


Approved/on beheisx of 


DECEMEER 


(With comparative figures for 1964) 


1965 19604 20? 


$ 275 $ 125 
4,261,821 3,042,623 
3,493 2,564 
13,927 16,107 
4,279,516 3,061,419 
6,840 6,840 
9,949 9,949 
___109,895 ____87,286 
126,684 104,075 

= 607019) 32916 
66,065 68,099 

100 ,000 100 ,000 


Current 
Bank overdraft (net) 


nhs al 


Statement (1) 
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Employees” income tax deductions 


Accounts payable and accrued liabilities 


Accrued salaries and bonuses 
Corporation income tax vayable 


Holdbacks: 


Boldback on bulk purchase from Premier 


Finance Corporation iAmited 


Deduct : 


Portion applicable to accounts 


receivable (see contra and note 1) 


Palance 
Realer holdbacks 
Deduct : 


Portion applicable to accounts 


receivable (see contra and note 1} 


Balance 


loan payable on demand (7%) Premier Finance 


Corporation Limited 


Loan payable on demand (7%! Atlantic Acceptance 


Corporation Limited 


Leferred {mcome 


Capital Siock 
Authorized: 


evcsevroeoo0eoecoeveoeeG6¢oO0ef0260 


Director 


$4,454,865 $3,237,422 


fssued and fully paid: 


Retained Earnings - see statement (2) 


35.5005, COT. 
Unearned discounts and service charges 179,229 
SHAR EROS DE RUS’ E Gx af toy 
30,000 Freference shares, per value 
$3 each, 3% non-cumulative 
dividend, non-voting, 
redeemable at par; 
10,000 Common shares, no par value, 
the total ccousideration for 
the issue of which is not to 
exceed the sum of $10,000. 
4,000 Preference shares 12,006 
3;CG0 Common shares 3,000 
15,000 
533,776 
$4, 454,865 


assets. 


Contingent Liability 


Guarantor on notes payable of Atlantic Acce 
secured by a first floating charge on the 


The accompanying explanatcry notes are an integral part of these financial statements. 


(See attached report letter dated March 4, 1965.) 


27,261 


15, 492 
11,769 


1,996,814 
1,996 ,81 


12, 06C 
—_ 3006 
15,000 
602, 465 


$3,237,422 


ptance Corporation Limited, 
undertaking, property and 
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Statement (2 


STANDARD DISCOUNT CORPORATION LIMITED - TORONTO 


STATEMENT OF RETAINED EARNINGS 


FOR YEAR ENDED DECEMBER 31, 1965 


(With comparative figures for 1964) 


Pt 1965_ 1964 
BALANCE, January 1 $602,469 $563,617 


Add: Net profit for years 
ended December 31 57.539 38,852 


660,008 602,469 


Less: Dividends paid $115 , 315 = 
Additional depreciation-1963 er, OL 7 126,232 0 oe 
BALANCE, December 31 $533,776 $602,469 


The accompanying explanatory notes are an integral part 
of these financial statements. 
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STANDARD DISCOUNT CORPORATION LIMITED - TORONTO 


STATEMENT OF INCOME AND EXPENDITURE 


FOR_YEAR ENDED DECEMBER 31, 1965 


(With comparative figures for 196}) 


INCOME 
Discounts earned + regular 
~ special bulk purchase (see note 1) 
Service charges earned 
Extension charges earned 
Interest earned 
Bad debts recovered 
Deduct: Additional charges to written off accounts 
EXPENDITURE 
Advertising and sales promotion 
Allowance for depreciation 
Attorneys' fees 
Audit fees 
Automotive and travelling expenses 
Bank interest and charges 
Collection expenses 
Credit bureau expenses 
Employee benefits 
Employee pension plan (net) 
General expenses 
Insurance 
interest on loans payable 
Management and advisory fees 
Management salaries 
Occupancy expenses 
Postage 
Printing, stationery and office expenses 
Provision for losses on doubtful accounts 
Rent (see note 2) 
Salaries 
Telephone and telegraph 


NET PROFIT (before income taxes ) 


Corporation taxes on income 


NET PROFIT 


1965 


ee 


$1,001,796 
— 95,948 $1,097,744 
10, 482 


114,911 


6,854 
52,160 
cee OF YB 41,989 


725 
15,850 
3,415 
6,300 
1,795 
491 
SPE Hd 
1,299 
6,658 
517 
2,681 
3,367 
188,491 
180,000 
65,436 
6,693 
18,932 
27, 684 
332,759 
33,823 
252,231 


16,755 


$1,271,980 


1,173,039 


98, 941 
41, 402 


$ 57,539 


LSSSSS==== 


Statement 


$756, 823 
= $756,823 
18,685 
99, 365 
8, 4k 
54,333 


14,345 _ 39,988 $923,275 


The accompanying explanatory notes are an integral part of these financial statements. 
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STANDARD DISCOUNT CORPORATION LIMITED - TORONTO 


EXPLANATORY NOTES TO FINANCIAL STATEMENTS 


AS AT DECEMBER 31, 1 


_1965 1964 
(1) Accounts receivable - regular $4,311,737 $3,169,139 
Deduct : 
Allowance for doubtful accounts $193,084 $111,024 
Dealers' holdbacks on recourse 
accounts applied to above 18, 884 211,968 15,492 126,516 
Balance 4,099,769 3,042,623 
Accounts receivable - special 
bulk purchase (approximate) 258,000 - 
Deduct : 
Holdback account 95,948 - 
Balance (subject to full recourse) 162,052 - 
Accounts receivable - net $4,261,821 $3,042 ,623 


During the year 1965, the company purchased from Premier Finance 
Corporation Limited outstanding receivables amounting to $959,484 on a full 
recourse basis. This bulk purchase was made at a discount charge of 10% 
amounting to $95,948 and an additional sum of $95,948 was held back as a reserve 
for uncollectible accounts. 


(2) Under long-term leases in effect to October 31, 1973 at 43 Eglinton 
Avenue East, the company is obligated to pay annual rentals aggregating $33 , 823 
for the 9th floor space and annual rentals aggregating $12,351 for the 10th floor 
space. As of December 31, 1965 all rentals paid for the 10th floor space have 
been charged to Premier Finance Corporation Limited. 


(3) In most cases, instalment accounts receivable contracts are repayable 
over a six month period. The discount and service charge from a contract are 
taken into income in the month following purchase of the contract and accordingly 
unearned discounts and service charges at December 31, 1965 represents 100% of 
the December discounts and charges. 


If 20% of the income from a contract was taken into income on purchase 
and the balance over the life of the contract by the "sum-of-the-months digits" 
method, additional deferred income of approximately $67,000 would be required at 
December 31, 1965 of which approximately $30,000 would be in respect of the year 
ended on that date. 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINING FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


PREFACE 


The attached exhibits show in columnar form the accounts included in 
the combined financial statements of Atlantic Acceptance Corporation Limited - 


In Receivership as at December 31, 1965 and set out the adjustments and elimi- 


nations in preparing those statements. 


The exhibits are for illustration purposes only; reference should be 
made to the accounts of the individual companies and the notes pertaining thereto 


in considering their financial position and results of operations. 
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Exhibit 1 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINING STATEMENT OF DEFICIENCY IN NET ASSETS 
AS AT DECEMBER 31, 1965 


(See Note 1 for basis of preparing combining financial statements) 


Concourse 
Agencies 
Companies in receivership Commodore Limited mis : 
Atlantic Commodore The Premier Atlantic Atlantic Factors and Standard Eliminations 
Acceptance Sales Finance Adelaide Acceptance Finance Limited Pay As You Discount (See Note 2) 
Corporation Acceptance Corporation Acceptance (Toronto) Corporation (Canadian Study Plan Corporation Add or 
Limited Limited Limited Limited Limited Limited dollars) Limited Limited (deduct) Combined 
Assets under the control of the Receiver 
and Manager: 
Cash 1,991,733 9,896 141,986 7,124 1,194 832,745 4,409 130i. (326,023) 2,664,365 
Bonds and treasury bill of the 
Government of Canada and deposit 
receipts of Canadian chartered banks, 
maturing within one year EAS OOR 221. 14,700,221 
Instalment notes and accounts receivable- 
Instalment contracts, less unearned 
interest 271.5980), 310 1,887,034 12,990,830 4,324,008 47,182,448 
Interest-bearing loans, including 
accrued interest 4,078,580 33,340,991 4,350,239 243,780 18,334,247 6,146, 237 66,494,074 
Estimated allowance for possible loss (10,000,000) (26,948,006) (1,675,000) (3,399,879) (135,000) (3,800,000) (5,094,537) (558,704) CS Jol D6) 
Miscellaneous accounts receivable and 
income taxes recoverable 730,882 130,000 65.00 13,500 625 354,738 30,475 I 32557 2. 
Prepaid expenses Uo SHS) 4,001 8,248 26,704 114,466 
Investments and advances: 
Wholly-owned subsidiary companies- 
Shares 80,000 1 (80,001) (a) 
Advances 32,588,998 (32,588,998) (a) 
Lucayan Beach Hotel and Development 
Limited- 
Shares and debentures 35.615), 154 35 61/5,,154 
Advances, including accrued interest 15,630,378 1,630,378 
Shares of Great Northern Capital 
Corporation Limited 700 ,000 700,000 
Estimated equity in assets held by 
Receiver and Manager arising from 
receivership of Commodore Sales 
Acceptance Limited and The Premier 
Finance Corporation Limited 7,681,873 (7,681,873) (a) 
Fixed Assets 7,473 1,088 1 18,128 1 66,065 92,756 
Receivable from Standard Discount 
Corporation Limited 792,865 792.865 
Forward 85,861,381 Geo ooo 70 1,216,388 970,984 110,599 28,738,936 15056.010 L301 2,769,660 (40,350,872) 86,908,457 
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Forward 


Deduct=- Liabilities of the Receiver and 
Manager: 
Accounts payable and accrued liabilities 
Amounts due to dealers when related 
instalment notes and accounts 
receivable are collected 


Estimated realizable value of net assets 
under the control of the Receiver and 
Manager available for creditors as of 
June 17, 1965, before full provision for 
the fees and expenses of the Receiver and 
Manager 


Deduct- Senior debt 

Deficiency (surplus) in net assets to meet 
senior debt outstanding, before full 
provision for the fees and expenses of 
the Receiver and Manager 


Other liabilities: 
Subordinated debt 
Junior subordinated debt 
Due in respect of notes cancelled 
Accounts payable and accrued liabilities 
Dividends payable 


Deficiency (surplus) in net assets 


Represented by: 
Capital stock 
Advances from Atlantic Acceptance 
Corporation Limited 


Deficit- 
Asvat dune 17, 
December 31, 
For the period 
December 31, 
the loss for 


1965, as adjusted to 
1965 

from June 18 to 
1965, represented by 
the period 


Exhibit 1 


Page 2 
Concourse 
Agencies 
Companies in receivership Commodore Limited oF. : 
Atlantic Commodore The Premier Atlantic Atlantic Factors and Standard Eliminations 
Acceptance Sales Finance Adelaide Acceptance Finance Limited Pay As You Discount (See Note 2) 
Corporation Acceptance Corporation Acceptance (Toronto) Corporation (Canadian Study Plan Corporation Add or ; 
Limited Limited Limited Limited Limited Limited dollars) Limited! =slimited == __ (deduct) _ Combined 
SPGo,cOl.sou Gso335070 2 6.385 970,984 110,599 28,738,936 Ma O)syor5 iN) ILS shout 2,769,660 (40,350,872) 86,908,457 
447,985 14,828 466 Af 2th SYN 38,893 50 49,034 275598 
341,645 53,656 44,208 121,604 5615113 
789,630 68,484 466 768,545 38,893 50 170,638 1,836,706 
S55 Onde oe GD 356970 1,147,904 970,984 UiKO}alsss) 2TROTO 23 9 il SOM ey ZL 7/ 14250 2,599,022 (40,350,872) 85,07 fs 7 50 
110,072,028 110,072,028 
250008277 (6,533,970) (1,147,904) (970,984) (110,133) (27, 970; 391) (Ol 7e217) (a2 5) (2,599,022) 40,350,872 25,,000R 277 
17260, 821 7 260R oe 
4,476,074 4,476,074 
bya lsyelg S45) 5, 1385925 
78,706 78,706 
249 ,430 


on ——————————————— >So 249,430 
27 205.4050 


27,203,956 


$ 52,204, 233 (6,533,970) (1,147,904) (970, 984) (110,133) (27,970,391) (1 0TZ. 287) (1, 251) (27,1099 .,022) 40,350,872 52,2043 233 
$ 14,455,087 185,618 180,103 | 100 ,000 10,000 6 15,000 (490, 730) (a) 14,455,087 
3570625719 3,042,764 4,146, 608 25a 0Ot 2 491 bad 7,923,618 Sys) 2,519,022 86,069,907) (a 
14,455,087 35,662,719 352285382 4,326,711 2I1L 5709 eS 2S Ook 759335818 31,645 2,534,022 


(86,560,637) 14,455,087 


66,379,855 DIG g1T 390 L5908,021 3,242,638 142,521 


4,588,387 6,556,672 29, 256 (198,985) (44,186,105) 66,379,855 
279,465 Teri s35 172,457 112,892 945 32,853 359,929 1,138 133,985 2,023,660 279,465 
66,659,320 29,128,749 2,080,478 3,355,727 141,576 4,621,240 6,916,601 30,394 (65,000) (46,209,765) 66,659,320 


$ 52,204, 233 (6,533,970) (15147 ,904) (970, 984) (1105133) ¥ (2729705594) (150175217) (25251) (235995022) 40,350,872 52,204, 233 
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Retained earnings at December 31, 
as shown by audited financial 
statements 


1964, 


Add- Transfer of first preference share 
redemption reserve 


Deduct; 
Dividends - 

First preference shares 

Second preference shares - 
Series "A" 
Series ''B" 

Third preference shares 

Common shares 


Write down of furniture and fixtures 

Goodwill written off 

Loss (profit) for the period from 
January 1 to June 17, 1965 

Premium on senior and subordinated notes 


Deficit, as shown by the unaudited 


financial statements at June 17, 1965 


Add- Adjustments during the period from 
June 18 to December 31, 1965 relating to 
the assets and liabilities at June 17, 
1965: 


Write-down of investment in, and advances 


to, subsidiary companies- 
Shares and debentures 
Advances 


Notes and accounts receivable at June 1/7, 
less 
allowance for possible loss at that date 


1965 written off as uncollectible, 


Estimated provision for possible loss on 
collection of remainder of notes and 


accounts receivable at June 17, 1965 


Increase in unearned interest at June 17,1965 


Forward 


ATLANTIC ACCEPTANCE CORPORATI0N LIMITED - IN RECEIVERSHIP 
(MONTREAL TRUST COMPANY . RECEIVER AND MANAGER) 


COMBINING STATEVgNT OF DEFICIT 
FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE COMPANY weNT INTO RECEIVERSHIP , 
WLTH SUBSEQUENT ADJUSTMENTS DURING THE PERIOD 
FROM JUNE 18 TO DECEMBER 3], 1965 RELATING TO THE 
ASSETS AND LIABILITIES AS AT JUNE 17, 1965 


Exhibit 2 


Concourse 
Agencies 
Companies in receivership Commodore = Limited : Perks 
Atlantic Commodore The Premier Atlantic Atlantic Factors and Standard Eliminations 
Acceptance Sales Finance Adelaide Acceptance Finance Limi ted Pay As You Discount (See Note 2) 
Corporation Acceptance Corporation Acceptance (Toronto) Corporation (Canadian Study Plan Corporation Add or 
_Limited | _Idmited _ Limited  _Limited| _Limited Limited _dollars) WILimited  _ Limited — _(deduct) Combined 
$ 454,152 143,502 257,842 38,557 (3,286) 228,746 301,689 (18,462) 602,469 (600 , 869) (a) 1,404,340 
46,736 bo Le oe 
500,888 143,502 257,842 38,557 (3, 286) 228,746 301,689 (18,462) 602,469 (600 , 869) 4512 07/6 
75983 7,983 
136,800 136,800 
7,200 7,200 
4,500 4,500 
314,873 2545 253 ile le prey b} 369,568) (b 314,873 
471,356 2543253 T5305 (369,568) 471,356 
12 374 12,871 
65,000 65 ,000 
1,484,550 (186, 338) 1,627,481 (11, 868) (3,091) (247, 282) (186,757) 10,544 (43,147) 369 ,568 2,813,660 
2,446,457 2,446,457 
4,402,363 (186,338) 1’, 959.3605 (11, 868) (3,091) (247 , 282) (186,757) 10,544 72,168 5,809,344 
3,901,475 (329, 840) L705 7.63 (50,425) 195 (476,028) (488,446) 29,006 (530,301) 600 , 869 4,358, 268 
153.727.5933 9,999 (1,737,932) (a) 
Lie Weag 67 Os Bre Oe (43; 7 /oso1a) Ca) 
52 my > 3 > > 
352155798 15:266, 395 (1,486,605) (94,691) 10,826 (152,081) 2,158,349 250 4,918,241 
9,936,000 26,948,006 1,675,000 3, 3995609 MISS 00 3,621,900 5,094,537 
3,264,444 1,355,210 gee *p2619 2654 
$61,919,550 28,224,400 188,395 3,305,188 142,326 4,825 ,029 7,252,886 250 300 ,000 (45 ,513, 307) 60,644,717 
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Exhibit 2 


page 2 
Concourse 
Agencies 
Companies in receivership Commodore Limited 
Atlantic Commodore The Premier Atlantic Atlantic Factors and Standard Eliminations 
Acceptance Sales Finance Adelaide Acceptance Finance Limited Pay As You Discount (See Note 2) 
Cor poration Acceptance Corporation Acceptance (Toronto) Corporation (Canadian Study Plan Corporation Add or 
Limited Limited Limited Limited Limited Limited dollars) Limited Limited (deduct) Combined 
Forward $61,919,550 28,224,400 188,395 3,305,188 142,326 4,825,029 7,252,886 250 300 ,000 (4555155307) 60,644,717 


Deferred charges written off- 
Unamortized long-term debt 
financing expenses 1,080,497 pete 
Unamortized cost of investment in 
subsidiary companies in excess 
of book value at date of 


acquisition 175,784 100 ,000 726,334 (a) 1,002,118 
Prepaid expenses 408,308 13435 144,429 (1) (a) 560,171 
Unamortized cost of developing 

new branches 119,469 374,916 494,385 
Leasehold improvements, less 

accumulated depreciation 6,110 15,9 19 21,629 


Loss arising when an asset of one of 
the companies, having a book value 
of $750,000,was seized by the bank 
in partial satisfaction of their 


loan of $614,001 135 ,999 135,999 
Write-down of fixed assets to estimated 

realizable value 22,050 1,186 7,613 43,955 894 75,698 
Adjustment (net) in liabilities ® 

recorded at June 17, 1965 (18,772) 2,200 10,250 380 Vy free Be yk 26,875 98,064 


Adjustment of income taxes, mainly 
in respect of the year ended 
December 31, 1964 recoverable as 


a result of losses in 1965 (123,982) (12, 308) (371,964) 235 ,537 68.686 
Value assigned to shares of Great ( ) (68, ) (812,475) 
Northern Capital Corporation Limited (700,000) Me fer sees 


Adjustment of foreign exchange on 

notes payable in United States 

dollars based on exchange rates 

at December 31, 1965 (534,616) 
Amount received in excess of 

miscellaneous account receivable 


recorded at June 17, 1965 : 44,600 44,600 


(534,616) 


ees 28512475236 206,258 3,293, 260 142,326 5,064,415 7,045,118 250 331,316 (44,786,974) 62,021,587 
Deficit at June 17, 1965, a eee ee 
as adjusted to December 31, 
1965 $66,379,855 27,917,398 1,908,021 3,242,835 142,521 4,588,387 655560. O72 29,256 (198,985) (44,186,105) 66,379,855 
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Operating income: 
Interest 
Management fees charged to 
subsidiary companies 
Dividends from subsidiary companies 


Operating expenses: 
Administrative 
Interest on notes- 
Senior debt- 
Bank advances 
Short-term 
Medium-term 
Long-term 
Subordinated debt 
Junior subordinated debt 


Excess of operating expenses over 
operating income before interest on 
advances and income tax adjustment 


Interest on advances to subsidiary 
companies 
Loss before income tax adjustment 
Income taxes recoverable 
Loss for the period, as shown by the 


unaudited financial statements at 
June 17, 1965 


Exhibit 3 
ATLANTIC ACCEPTANCE CORPORATION LJMITED - IN RECEIVERSHIP 
(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 
COMBINING STATEMENT OF LOSS 


FOR THE PERIOD FROM JANUARY 1 TO JUNE 17, 1965, 
THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP 


Concourse 
Agencies 
Companies in receivership Commodore Limited 
Atlantic Commodore The Premier Atlantic Atlantic Factors and Standard Eliminations 
Acceptance Sales Finance Adelaide Acceptance Finance Limited Pay As You Discount (See Note 2) 
Corporation Acceptance Corporation Acceptance (Toronto) Corporation (Canadian Study Plan Corporation Add or 
_Limited  § _Limited  _ Limited _Limited _Limited _Limited _ _dollars) Limited _ Limited _ i (deguet eo Combined 
53,492,052 i435 5055 183,469 143,937 2522 2,934,565 426,005 78 451,009 9,077,952 
58,889 (46 ,389) (12,500) 
369 , 568 69,568) (b 
3,920,989 1,387,446 183,469 143,937 UZ. 2,934,565 426,005 78 438 ,509 (369,568) 9,077,552 
5,200, 740 206,259 ths US) foe” 25210 274 1618290 (30,167) 9,718 276,796 9,009,792 
105, 706 27, 45 263 120,141 
1265107 1,126, 107, 
116,382 116,382 
TRS 9R988 1,159,988 
391,228 391,228 
105,156 105,156 
8205 ,007, 220 , 386 LAT AB Oe/2 12,210 274 TROLS e SoD (30,167) 9,718 2775059 12,028,794 
4,284,318 (1,167,060) iS 25208 (13157279 (11,848) G3 167,230) (456,172) 9,640 (161,450) 369 ,568 2,951,242 
2,417,589 980,722 95,278 119,859 Saol S/i 093 269,415 904 123562) 
1,866,729 (186, 338) 1,627,481 (11,868) (3,091) (445 5.137) (186,757) 10,544 (89,889) 369,568 2,99 leeae 
382,179 £97,855 46,742 137,582 
$1,484,550 (186 , 338) 1,627,481 (11,868) (33091) (247, 282) (186,757) 10,544 (43,147) 369 ,568 2,813,660 
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Operating income: 

Interest 

Interest on advances to Lucayan Beach 
Hotel and Development Limited 

Interest on receivable from Standard 
Discount Corporation Limited 

Management fee charged to subsidiary company 

Interest on marketable securities 


Operating expenses: 
Administrative 
Interest on notes- 
Senior debt- 
Bank advances 
Short-term 
Medium-term 
Long-term 
Subordinated debt 
Junior subordinated debt 
Interest on notes cancelled 


Excess of operating expenses over 
operating income before interest 
on advances and provision for the 
net loss of subsidiary companies 


Interest on advances to subsidiary companies 


Less- Provision for the net loss of subsidiary 
companies 


Loss for the period 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINING STATEMENT OF LOSS 
FOR THE PERIOD FROM JUNE 18 TO DECEMBER 31, 1965, 
WHILE THE OPERATIONS WERE UNDER THE CONTROL 
OF THE RECEIVER AND MANAGER 


Exhibit 4 


Concourse 
Agencies 
Companies in receivership Commodore Limited 
Atlantic Commodore The Premier Atlantic Atlantic Factors and Standard Eliminations 
Acceptance Sales Finance Adelaide Acceptance Finance Limited Pay As You Discount (See Note 2) 
Corporation Acceptance Corporation Acceptance (Toronto) Corporation (Canadian Study Plan Corporation Add or 
Limited Limited Limited Limited Limited Limited dollars) Limited Limited (deduct) Combined 
$3,982,530 22,984 14,154 28,278 14,460 350285565 34,578 712,482 (95,948) (c) 151425005 
66, 348 66, 348 
30,000 (30,000) 

167,500 (167,500) 

100,114 100,114 
4,316,492 22,984 44,154 28,278 14,460 D026). 505 34,578 514,982 (95,948) 7,908,545 
1,596,156 bys Ailey Sy 5 TRONS: (2,166) 3,843 1920 Su22 56,189 50 562,037 (95,948) (c) Ee oN aS 2) 

2435123 PALTS YS TP} 
LS 2ODo 529 1,265,529 

147,405 147,405 
1,492,424 1,492,424 

540,999 540,999 

142, 366 142,366 

U245425 124,425 
Sige) 50P27/ bys) sy 137,704 (2,166) 35045 O20 ee 22 56,189 50 562,037 (95,948) 8,188,010 
1523655955 30 , 168 93,550 (30, 444) (10,617) (1,108,443) 2ou dt 50 47,055 279,465 
2,980,730 Gia lsile ss) (78, 907) (143, 336) (9,672) (1,141,296) (338, 318) (1,088) (86,930) 

2,023,660 
957,070 (1,181,183 (2,023, 660) (a) 
> > > on 
) (78,907) (143, 336) (9,672) (1,141, 296) (338, 318) (1,088) (86,930) 2,023,660 
279,46 D2 
$ 79,465 LSS 172,457 112,892 (945) 32,853 359,929 ial s¥3} 133,985 
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ATLANTIG ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO COMBINING FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1965 


1. Basis of preparation of combining financial statements: 


The combining financial statements are presented for purposes oft TLusivs 
ration only; reference should be made to the financial statements of the various 
companies and the notes pertaining thereto in considering their financial position 
and results of operations. 


Except for the adjustments referred to in the next paragraph, the amounts 
appearing in the combining financial statements are in agreement with the financial 
statements of the individual companies included therein or those of the Receiver 
and Manager in the case of the companies in receivership. However, to facilitate 
the elimination of the inter-group assets and liabilities and income and expenses, 
certain accounts have been rearranged in the combining statements. 


The following adjustments have been made in the accounts included in the 
financial statements: 


Commodore Sales Acceptance Limited - In Receivership - These accounts 
have been restated to include interest charged by Atlantic Acceptance 
for the period from July 29 to December 31, 1965. As explained in 
Note 5 to the Statement of Deficiency in Net Assets of Commodore 
Sales, such interest was not reflected in the accounts of the 
Receiver and Manager of that company as at December 31, 1965. 


Standard Discount Corporation Limited - The net assets of Standard 
Discount for purposes of consolidation have been written down by 
approximately $470,000, primarily by increasing the estimated 
allowance for possible loss on collection of the receivables by 
$365,620 and writing off the goodwill of $100,000, to reduce the 
net assets of the company to the carrying value of the investment 
on the books of Atlantic Acceptance. 


2. Eliminations on combining the financial statements: 


The amounts shown in the eliminations columns of the combining statements 
(a) eliminate the inter-group investments and advances, (b) eliminate the dividends 
paid by wholly-owned subsidiaries to the parent company, and (c) eliminate the 
inter-company discount allowed on the sale by Premier Finance of notes and accounts 
receivable to Standard Discount. 
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